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WEDNESDAY, JULY 8, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ‘TRANSPORTATION AND AERONAUTICS OF 
THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 


The subcommittee met at 10 a.m., pursuant to notice, in room 100B, 
George Washington Inn, Hon. Samuel N. Friedel presiding. 

Mr. Frrever. The meeting will come to order. 

Mr. Williams, the chairman of the subcommittee, is indisposed. He 
might come in a little later. 

in the meantime I will conduct the hearing. 

We are commencing hearings on 11 bills which have as their stated 

uw the increasing of the total inventory of railroad freight cars. 

ese bills fall into two general categories. The first are three 
bills, H.R. 5938, H.R. 6138, and H.R. 6469, which amend section 1(15) 
of the Interstate Commerce Act so as to authorize the Commission to 
direct the assessment penalty per diem charges as an aid in alleviating 
shortages of railroad freight cars during periods of emergency or 
threatened emergency. 

These bills carry out a legislative recommendation of the Interstate 
Commerce Commission. 

As an alternative proposal the Interstate Commerce Commission 
recommended that section 1(14) be amended so as to authorize the 
Commission to include as a factor in determining the amount of per 
diem charges, the earning power of value of the use of the vehicle 
lost to the owner when used by others. H.R. 6468 has been introduced 
to out this alternative recommendation of the Commission. 

In addition, seven identical bills, H.R. 6551, H.R. 6789, H.R. 7008, 
H.R. 7020, H.R. 7130, H.R. 7925, and H.R. 7937, also amend section 
1(14) for the same purpose, although differing in language from that 
suggested by the Interstate Commerce Commission. 

(The bills referred to and departmental reports thereon follow :) 


[H.R. 5938, 86th Cong., 1st sess..] 


A BILL To amend section 1(15) of the Interstate Commerce Act, so as to aid in alleviating 
shortages of railroad freight cars during periods of emergency or threatened emergency, 
and for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That paragraph (15) of section 1 of 

the Interstate Commerce Act, as amended (49 U.S.C. 1(15)), is amended, by 

striking out “(c)” and “(d)” and inserting in lieu thereof “‘(d)” and “(e)”, 

respectively, and by inserting immediately after clause (b) of such paragraph a 

new clause as follows: 

“(e) to impose on one or more carriers, when a shortage or threatened 
shortage of freight cars exists, such charges (in addition to the car-hire, 
car-rental, or per diem charges, or mileage rates, then in effect) applicable 


1 





FREIGHT CAR PER DIEM 





to any type of freight car in any section of the country during such 
gency, or threatened emergency, as in the opinion of the Commission are 
reasonably calculated to relieve such shortage or threatened shortage by 
encouraging adequate ownership of freight cars by each carrier and p 
promoting the expeditious movement, distribution, interchange, or return of 
freight cars, and the additional charges shall be paid by the carrier using 
such cars to the owners;’’. 


(Norr.—H.R. 6138, by Mr. Porter, of Oregon, and H.R. 6469, by 
Mr. Harris, of Arkansas, are identical to H.R. 5938.) 


emer. 


[H.R. 6468, 86th Cong., 1st sess.] 


A BILL To amend section 1(14)(a). of the Interstate Commerce Act, to provide 
incentive for construction and maintenance of an adequate national supply of freight 


cars 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1(14) (a) of the Interstate Con- 
merce Act, as amended (49 U.S.C. 1(14)(a)), is amended by adding at the 
end thereof a new sentence reading as follows: “The Commission, in establishing 
the compensation to be paid for the use of any such vehicle which is subject tp 
per diem charges, based upon time detention as distinguished from mileage, 
shall prescribe maximum reasonable compensation for the use of such vehicle ag 
an incentive for construction and maintenance of an adequate national supply of 
such vehicles, and shall include as a factor in such compensation, the earning 
power or value of the use of such vehicle which is lost by the owner when it is 
used or appropriated by others.” 


[H.R. 6551, 86th Cong., 1st sess.] 


A BILL To amend section 1(14) (a) of the Interstate Commerce Act to insure the adequacy 
of the national railroad freight car supply, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1(14) (a) of the Interstate Com. 
merce Act is amended by adding at the end thereof a new sentence reading as 
follows: “In fixing the compensation to be paid for the use of freight cars, the 
Commission Shall give consideration to the level of freight car ownership and 
to other factors affecting the adequacy of the national freight car supply and 
shall, on the basis of such consideration, determine whether compensation 
should be computed on the basis of elements of ownership expense involved in 
owning and maintaining freight cars, including a fair return on value (which 
return shall be fixed at such level as in the Commission’s judgment will en- 
courage the acquisition and maintenance of an adequate freight car fleet), or 
should be computed on the basis of elements reflecting the value of use of freight 
ears, or upon such other basis or combination of bases as in the Commission’s 
judgment will provide just and reasonable compensation to freight car owners, 
contribute to sound car service practices, and encourage the acquisition and 
maintenance of a car supply adequate to meet the needs of commerce and the 


national defense.” 

( Nore.—H.R. 6789, by Mr. Metcalf of Montana, H.R. 7008, by Mr. 
Chenoweth of Colorado, H.R. 7020, by Mr. Karth of Minnesota, H.R. 
7130, by Mr. Cunningham of Nebraska, H.R. 7925, by Mr. Rogers of 
Texas, and H.R. 7937, by Mr. Avery of Kansas, are identical to H.R. 
6551.) 

UXECUTIVE OFFICE OF THE PRESIDENT, 


BUREAU OF THE BUDGET, 
Washington, D.C., July 8, 1959. 


Hon. OREN HARRIS, 


Chairman, Committee on Interstate and Foreign Commerce, House of Representa- 
tives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your letters of March 30, April 21, 
April 27, and June 26, 1959, requesting reports on H.R. 5938, H.R. 6468, H.R. 6469, 
H.R. 6551, and H.R. 7925, bills relating to the compensation paid by railroads 
for the use of freight cars owned by other lines, 
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H.R. 5938 and H.R. 6469 both would authorize the Commission, when a 
freight car shortage emergency exists or is threatened, to impose on individual 
railroads such additional car use charges as would relieve the shortage by 
encouraging adequate car ownership and promoting expeditious car movement. 
It would appear that attempts to encourage freight car ownership would be more 
effective if not restricted to periods of emergency. 

FLR. 6468, H.R. 6551, and H.R. 7925 are similar in that they would require the 
Interstate Commerce Commission, in setting the compensation for car use, to 
establish rates at a level which would encourage the acquisition and maintenance 
of an adequate supply of freight cars. They also would specify factors to be 
considered in setting such rates. Since the Interstate Commerce Commission 
states it does not have the authority to set freight car use charges at a level 
which would provide an incentive for car ownership, the Bureau of the Budget 
favors legislation which would specify that it does have the authority. We 
defer to the Commission as to whether the provisions of H.R. 6468 or of H.R. 
6551 and H.R. 7925 are better designed to accomplish the purpose of the bills. 

Sincerely yours, 
PHILLIP S. HUGHEs, 
Assistant Director for Legislative Reference. 


INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., April 9, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of Representa- 
tives, Washington, D.C. 


Deak CHAIRMAN Harris: Your letter of March 30, 1959, requesting a report 
and comments on a bill, H.R. 5938, introduced by Congressman Norbald, to 
amend section 1(15) of the Interstate Commerce Act, so as to aid in the allevi- 
ating shortages of railroad freight cars during periods of emergency or threat- 
ened emergency, and for other purposes, has been referred to our Committee 
on Legislation. After consideration by that Committee, I am authorized to 
submit the following comments in its behalf: 

The freight car supply situation has been a serious problem in the United 
States for a number of years, and is a matter over which the Commission has 
expressed its concern through correspondence and conferences with carrier repre- 
sentatives and in its annual reports to the Congress. Specific legislative pro- 
posals designed to relieve the situation have been made in the Commission’s 
annual reports since 1955, the most recent being legislative recommendation No. 
lin the 72d annual report which reads as follows: 

“We recommend (a) that section 1(15) be amended so as to authorize the 
Commission to direct the assessment of penalty per diem charges as an aid in 
alleviating shortages of railroad freight cars during periods of emergency or 
threatened emergency or (b) that section 1(14) be amended so as to authorize 
the Commission to include as a factor in determining the amount of per diem 
charge, the earning power or value of the use of the vehicle lost to the owner 
when used or appropriated by others.” 

The Commission considers it imperative that ownership of such equipment 
be increased and maintained at a level which will meet the needs of the shipping 
public during normal times and provide a reasonably adequate supply during 
periods of emergency. The ownership of such equipment is, in fact, now less 
than it was during World War II despite the generally expanding economy of 
the country. As a result, critical shortages occur in almost every year during 
periods of peak loadings. Studies made as far back as 1950 indicated that a 
total of 1,935,500 freight cars would be required by 1956 to meet the anticipated 
needs of shippers. However, with an ownership of only 1,774,616 cars on Janu- 
ary 1, 1956 (including railroad owned or controlled refrigerator cars), wide- 
spread shortages occurred during that year. As of January 1, 1958, such freight 
car ownership and control of class I railroads totaled 1,824,608 cars, and by 
March 1, 1959, such ownership and control had declined to 1,796,340 cars. The 
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following table indicates the trend in such ownership and control, and in cars: 
ordered, retired, and installed during the past 10 years: 













Freight car | Freight cars | Freight cars | New frei 








Year : ownership as| ordered retired cars ing’ 

of January 1 
ont hiin vaeeen! = 
RR e ies bcenss<nbcaeapnerepiiind sarahene Seber 1, 838, 689 6, 223 90, 348 84, 60 
Reena tia ccres ok tee oe i Sere 1, 833, 010 155, 732 76, 179 42.087 
WI oii 52a Lid ce 1, 798, 898 92, 231 53, 028 87.77 
i tineennt><<yasiorerth<aheecennetles 1, 833, 597 34, 369 62, 240 67, 4 
Mn acientpioneemacoenncenesesan=qeeeshuueriaians 1, 838, 777 33, 565 50, 123 69, 304 
PR aeh ch iin Ae eanebtcesbacece—ntesesas eet een 1, 858, 048 21, 976 71, 858 30, bee 
ik chk ci cts then cdadbie cal 1, 816, 752 166, 603 73, 491 37, 509 
rs deltas Ahirnasciingth <iapieictenplpabyaation 1, 774, 616 41, 794 49, 853 61.615 
Dea tiidips ~= ween wepeogge qe aqececenresernesses 1, 786, 376 46, 063 54, 363 92, 599 
EE Bihan sett eciactancckossueacces 1, 824, 603 17, 538 65, 005 41,17 
3000.22) 5 hati 3. egies; saith tains 1, 800, 770 15,813 18, 524 1 4004 
Cg OE Ser 1, 796, 340 





1 2 months. 


While the excess of replacements (cars delivered) over retirements amounted 
to 44,927 cars in 1957, in 1958 retirements exceeded such replacements by 23,050 
cars, and during the first 2 months of 1959 retirements have exceeded replace. 
ments by 4.098 cars. 

Since the early part of January of this year some slight boxcar shortages have. 
been reported, particularly in the Northwest area of the country. These short- 
ages have been more or less restricted to so-called special type boxcars, such ag 
insulated, damage-free, and wide-door 50-foot cars. However, should there be 
a sharp upturn in the national economy, the freight car shortage could assume 
mammoth proportions. 

Besides inadequate car ownership, one of the greatest contributing factors to 
this unhealthy situation has been the failure of some carriers to utilize the exist. 
ing fleet of equipment efficiently. During periods of critical shortages the Com- 
mission has restored to every means at its command to cope with the problem. 
Insofar as shippers and receivers are concerned greatly stepped-up demurrage 
charges have helped to insure prompt loading and unloading. Such action, how- 
ever, offers no solution to the problem as it arises during that phase of car 
movement and handling when the equipment is in the hands of the carrier. 

Since the earning value of the average freight car greatly exceeds the current 
per diem charge of $2.75, some of the carriers have found it cheaper to rent cars 
than to own them. These carriers, therefore, have no ecoomic incentive to pro- 
vide their fair share of an adequate car supply. If the advantages of renting 
equipment could be made less attractive during times of car shortage, there would 
be a greater willingness on the part of every railroad to make its just and 
equitable contribution to the national car fleet. 

Some time ago the Commission attempted to take the profit out of renting 
equipment by imposing a penalty per diem charge which it believed would fur- 
nish a pecuniary spur to deficit railroads to acquire a sufficient number of cars 
to at least take care of their own loading obligations. However, a three-judge 
district court in Palmer v. United States, 73 F. Supp. 63, (1947) held that the use 
of the word “compensation” in section 1(14) (a) of the act, which authorizes the 
Commission to fix reasonable compensation for the use of cars, precluded it from 
establishing a per diem charge in excess of any purported reasonable recompense 
to the owner. 

H.R. 5938 would overcome the effect of this decision and would implement the 
first alternative proposal in the above-quoted recommendation of the Commis- 
sion by amending section 1(15) of the Interstate Commerce Act so as to 
authorize the Commission, during periods of car shortage, or threatened car 
shortage, to direct the assessment of special charges on one or more deficient 
carriers. These charges, payable to the owning carrier, would be in addition 
to its per diem or other regular charges then in effect, and would be in such 
amount as in the Commission’s opinion are reasonably calculated to relieve the 
shortage or threatened shortage by promoting the expeditious movement, distribu- 
tion, interchange or return of such equipment, and by encouraging adequate 
ownership of freight cars by each carrier. 
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Tf this bill is enacted the Commission, after a study, could adopt a car owner- 
formula. Once this formula was adopted, the Commission would be in a 
tion to prescribe a level of ownership for deficient carriers. If their owner- 
ship was not raised to the prescribed level within a reasonable time they would 
become subject to the penalty per diem charges in the event of another car 


e. 

Gry related to the declining car-ownership problem is the alarming in- 
in certain sections of the country of bad-order (unserviceable) equipment. 
‘As of March 1, 1959, total freight-car ownership of class I railroads (excluding 
railroad-controlled refrigerator cars’) amounted to 1,721,800 cars. Of this 
gumber there was a total of 157,870 bad-order cars (9.2 percent of total owner- 
ship) awaiting repair by all class I railroads. Broken down as between cars 
needing heavy repairs (requiring over 20 man-hours of work) and those needing 
light repairs (requiring less than 20 man-hours of work) 127,443 cars (7.4 per- 
cent of total ownership) were in need of heavy repairs and 30,427 (1.8 percent 
of total ownership) were in need of light repairs. 

Of the total of 157,870 bad-order cars, 89,487 cars or 20.1 percent of total 
ownership of six Eastern and Allegheny lines, were in unserviceable condition. 
The six eastern and Allegheny carriers own 25.8 percent of all freight cars, with 
the unserviceable cars representing 56.7 percent of the total unserviceable cars 
peing held as of March 1, 1959. 

Pastern district railroads had 29,410 cars, or 10.1 percent of their total 
ownership, in bad-order condition. Allegheny district carriers had 74,089 cars, 
or 22.1 percent, on bad order, while Pocahontas district lines and Southern 
district lines had 9,552 cars, or 5.4 percent, and 13,172, or 5.0 percent, respec- 
tively, held awaiting repair. All class 1 railroads in the western district of 
the United States had a combined total of 31,647 cars, or 4.8 of their ownership, 
in unserviceable condition. Wxcluding eastern and Allegheny district carriers, 
other railroads in the United States had a bad-order percentage of 5.0 percent 
as of March 1, 1959, which is not too far out of line. 

In our opinion rail carriers must take extraordinary measures to improve the 
freight car supply. If enacted H.R. 5938 would provide an incentive for indiva- 
dual carriers to own and maintain a freight car fleet sufficient to protect their 
requirements rather than suffer the assessment of a penalty per diem charge 
during car shortages through the use and holding of foreign cars on their line 
due to the inadequacy of their car ownerships. 

For the reasons stated above we recommend enactment of H.R. 5938. 

Respectfully submitted. 

KENNETH H. TUuGGtreE, 

Chairman, Committee on Legislation. 
ANTHONY ARPATA, 
Howarp FREAs. 


DEPARTMENT OF THE ARMY 
July 10, 1959. 
Hon, OreEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives. 

Deak Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense with respect to H.R. 5938 and H.R. 6469, 86th Congress, identical bills 
toamend section 1(15) of the Interstate Commerce Act, so as to aid in alleviat- 
ing shortages of railroad freight cars during periods of emergency or threatened 
emergency, and for other purposes. The Secretary of Defense has delegated to 
the Department of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of H.R. 5938 and H.R. 6469 is as stated in their title. The Depart- 
ment of Defense is interested in an adequate supply of rail equipment and in 
the maintenance of a sound transportation system, as provided for in the National 
Transportation Policy, and consequently is interested in the alleviation of short- 
ages in railroad freight cars and other vehicles during periods of emergency. 
However, it is felt that the actual selection of measures designed to accomplish 


*Pxcluded because of unavailability of figures showing distribution among the various 
districts of unserviceable cars in this category. 
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these purposes is primarily the responsibility of the Interstate Commerce Com 
mission, as provided for in these bills. Accordingly, the Department of the 
Army on behalf of the Department of Defense makes no recommendation either 
in support of or in opposition to H.R. 5938 and H.R. 6469. 

The fiseal effect of this legislation is not known to the Department of Defeng. 

The report has been coordinated within the Department of Defense in ACCOR|. 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the Submisgi 
of this report. 1 

Sincerely yours, 











WILBER M. Brucker, 
Secretary of the Army. 








DEPARTMENT OF THE ARMY, 
Washington, D.C., July 10, 1959, 






Hon. OREN HArkrIs, 


Chairman, Committee on Interstate and Foreign Commerce, House of Repre. 
sentatives. 


Dear Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to HR. 
86th Congress, a bill to amend section 1(14) (a) of the Interstate Commerce Act, 
to provide an incentive for construction and maintenance of an adequate national 
supply of freight cars. The Secretary of Defense has delegated to the Depart. 
ment of the Army the responsibility for expressing the views of the Department 
of Defense thereon. 

The stated purpose of H.R. 6468, 86th Congress, is to provide an incentiye 
for construction and maintenance of an adequate national supply of freight Cars, 
This objective is to be accomplished by an amendment of section 1(14) (a) of 
the Interstate Commerce Act which would authorize the Interstate Commere 
Commission to establish reasonable maximum compensation on railroad vehicles 
held under per diem conditions. As one criterion in setting the amount of 
compensation, the Commission would be required to include, the factor of earning 
power or value of the use of such vehicles to the owners. 

The Department of Defense is vitally interested in there being an adequate 
railroad freight car supply in the United States. It appears that enactment of 
H.R. 6468 may contribute in some measure toward improving the freight car 
supply situation in the United States in the future. Although it is believed that 
under the Interstate Commerce Act as presently written, the Commission could 
utilize the criteria set forth in the bill; nevertheless, it would be advantageons 
if the Interstate Commerce Act were amended to be more specific and mandatory 
on this point. Accordingly, the Department of the Army on behalf of the Depart. 
ment of Defense recommends enactment of H.R. 6468. 

The fiscal effect of this bill cannot be estimated. 

This report has been coordinated among the Departments in the Department 
of Defense in aecordance with procedures prescribed by the Secretary of Defense, 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
























WILser M. Brucker, 
Secretary of the Army. 








INTERSTATE COMMERCE COMMISSION, 
Washington, D.C,, July 7, 1959. 





Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, Washington, D.C. 

Dear CHAIRMAN Harris: Your letter of April 27, 1959, requesting a report 
and comments on a bill, H.R. 6551, introduced by Congressman Anderson of Mon 
tana, to amend section 1(14) (a) of the Interstate Commerce Act to insure the 
adequacy of the national railroad freight car supply, and for other purposes, 
has been referred to our Committee on Legislation. After consideration by that 
committee I am authorized to submit the following comments in its behalf: 

Section 1(14)(a) of the Interstate Commerce Act, which H.R. 6551 would 
amend, authorizes the Commission, after hearing, on complaint or upon its owl 
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initiative, to prescribe reasonable rules, regulations, and practices respecting 
car service, including the compensation to be paid for the use of any 
jocomotive, car, or other vehicle not owned by the carrier using it. 

HR. 6551 would amend this section by adding at the end thereof a new 
sentence providing that in fixing the compensation for the use of freight cars the 
Commission shall give consideration to the level of freight-car ownership and 
to other factors affecting the adequacy of the national freight-car supply. It 
would also give the Commission the alternative of computing such compensation 
(or per diem charge) on the basis of elements of ownership expense involved 
in owning and maintaining freight ears, including a fair return on value, or of 
computing such compensation on the basis of elements reflecting the value of 
use of freight cars, or upon such other basis or combinations of bases as in the 
Commission’s judgment will provide just and reasonable compensation to freight 
car owners, contribute to sound car service practices, and encourage the acquisi- 
tio and maintenance of a car supply adequate to meet the needs of commerce 
and the national defense. 

The freight-car supply situation has been a serious problem in the United 
States for a number of years, and is a matter over which the Commission has 
expressed its concern through correspondence and conferences with carrier rep- 
resentatives and in its annual reports to the Congress. Specific legislative pro- 
posals designed to relieve the situation have been made in the Commission’s 
annual reports since 1955, the most recent being legislative recommendation 
No. 1 in the 72d annual report which reads as follows: 

“We recommend (a) that section 1(15) be amended so as to authorize the 
Commission to direct the assessment of penalty per diem charges as an aid in 
alleviating shortages of railroad freight cars during periods of emergency or 
threatened emergency, or (b) that section 1(14) be amended so as to authorize 
the Commission to include as a factor in determining the amount of per diem 
charge, the earning power or value of the use of the vehicle lost to the owner 
when used Or appropriated by others.” 

Bills designed to implement this recommendation were introduced in the House 
of Representatives as H.R. 6468 and H.R. 6469, and in the Senate as 8. 1811 and 
§. 1812. A bill, H.R. 5938, which is identical to H.R. 6469 was also introduced 
in the House. 

The Commission considers it imperative that ownership of such equipment 
be increased and maintained at a level which will meet the needs of the shipping 
public during normal times and provide a reasonably adequate supply during 
periods of emergency. The ownership of such equipment is, in fact, now less 
than it was during World War II despite the generally expanding economy of 
the country. As a result, critical shortages occur in almost every year during 
periods of peak loadings. Studies made as far back as 1950 indicated that a 
total of 1,935,500 freight cars would be required by 1956 to meet the anticipated 
needs of shippers. However, with an ownership of only 1,774,616 cars on 
January 1, 1956, (including railroad owned or controlled refrigerator cars) 
widespread shortages occurred during that year. As of January 1, 1958, such 
freight-car ownership and control of class I railroads totaled 1,824,603 cars, 
and by June 1, 1959, such ownership and control had declined to 1,776,684 cars. 
The following table indicates the trend in such ownership and control, and in 
cars ordered, retired, and installed during the past 10 years: 


— . 

, Freight car Freight cars | Freight cars | New freight 

Year ownership as ordered retired cars installed 
of January 1 





1949... 1, 838, 689 | 3, 2: 84, 669 
| 1, 833, 010 732 | 7 42, 067 
1951. 1, 798, 898 | 231 | | 87, 727 
WB BK! 1, 833, 597 | , 369 | | 67, 420 
1953... 1, 888, 777 , 565 | 69, 394 
CEPR Sernenwntipcndenencaccngetepneen}) ,1S0n O08 | 21, 976 | 30, 562 
1955... ai 1,816, 752 | 166, 603 | 37, 509 
1966 | 1774, 616 | 41,794 | 53 | 61, 615 
1987... 1, 786, 376 46, 063 | 3 | 92, 590 
pe ao! 1, 824, 603 17, 538 | 41,172 

man 5. 800, 770 195, 597 | ! 29 
Asof June 1, 1959... 1 776068 arlia ae 


776, 684 | i fc. cull. se 





'§ months. 

















8 FREIGHT CAR PER DIEM 






While the excess of replacements (cars delivered) over retirements amounted 
to 44,927 cars in 1957, in 1958 retirements exceeded such replacements by 23,059 
cars, and during the first 5 months of 1959 retirements have exceeded replace. 
ments by 24,086 cars. 

Since the early part of January and continuing through June of this y 
car shortages have been experienced. During the first part of this period 
shortages were restricted to the very high-grade boxcars and the so-called 
type boxcars, such as insulated, damage-free, wide-door, and all types of 50-foot 
cars. While these shortages were not restricted to any particular section of the 
country, they were somewhat more acute, early in the year, in the Northwest 
area due to the type of lading originating there. 

However, with the stepup in industrial production during the second quarte 
of this year and revenue freight carloading increasing 12.9 percent for the % 
weeks ended June 27, 1959, over the same period of 1958, serious shortages of 
box, gondola, and hopper cars have been reported. During the 4-week 
ended June 27, 1959, there was an average daily shortage of 1,721 boxcars, 49) 
gondola cars, 1,334 hopper cars, 363 covered hopper cars, and 175 flatears, 

Besides inadequate car ownership, one of the greatest contributing factors tp 
this unhealthy situation has been the failure of some carriers to utilize the 
existing fleet of equipment efficiently. During periods of critical shortages, the 
Commission has resorted to every means at its command to cope with the prob- 
lem. Insofar as shippers and receivers are concerned, greatly stepped-up de 
murrage charges have helped to insure prompt loading and unloading. Syeh 
action, however, offers no solution to the problem as it arises during that phase 
of car movement and handling when the equipment is in the hands of the 
carrier. 

Since the earning value of the average freight car greatly exceeds the current 
per diem charge of $2.75, some of the carriers have found it cheaper to rent cars 
than to own them. These carriers, therefore, have no economic incentive to 
provide their fair share of an adequate carsupply. If the advantages of renting 
equipment could be made less attractive during times of car shortage, there 
would be a greater willingness on the part of every railroad to make its just and 
equitable contribution to the national car fleet. 

Some time ago the Commission attempted to take the profit out of “renting” 
equipment by imposing a penalty per diem charge which it believed would fur. 
nish a pecuniary spur to deficit railroads to acquire a sufficient number of cars 
to at least take care of their own loading obligations. However, a three-judge 
district court in Palmer v. United States (73 F. Supp. 68 (1947) ) held that the 
use of the word “compensation” in section 1(14) (a) of the act, which authorizes 
the Commission to fix reasenable compensation for the use of cars, precluded it 
from establishing a per diem charge in excess of any purported reasonable 
recompense to the owner. 

H.R. 6469 (or H.R. 5938) and S. 1812, which would give effect to the first 
alternative proposal in the Commission’s annual report recommendation, quoted 
above, would overcome the effect of this decision by amending section 1(15) of 
the Interstate Commerce Act so as to authorize the Commission, during periods 
of car shortage, or threatened car shortage, to direct the assessment of special 
charges on one or more deficient carriers. These charges, payable to the owning 
carrier, would be in addition to its per diem or other regular charges then in 
effect, and would be in such amount as in the Commission’s opinion are reason- 
ably calculated to relieve the shortage or threatened shortage by promoting the 
expeditious movement, distribution, interchange or return of such equipment, 
and by encouraging adequate ownership of freight cars by each carrier. 

Upon the enactment of any one of these bills, the Commission, after a study, 
could adopt a car ownership formula. Once this formula was adopted, the 
Commission would be in a position to prescribe a level of ownership for deficient 
earriers. If their ownership was not raised to the prescribed level within a 
reasonable time, they would become subject to the penalty per diem charges in 
the event of another car shortage. 

The second alternative proposal of the Commission, which would be imple 
mented by H.R. 6468 or S. 1811, would amend section 1(14) (a) of the Interstate 
Commerce Act so as to require the Commission, in establishing the compet- 
sation to be paid for the use of any vehicle subject to per diem charges, based 
on time or detention as distinguished from mileage, to prescribe maximum rea- 
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sonable compensation for the use thereof as an incentive for construction and 

maintenance of an adequate supply of such vehicles. The Commission would 

also be required to include, as a factor in making such a determination, the 

earning power or value of the use of such vehicles which is lost by the owner 
f when used or appropriated by others. 

This proposed amendment would thus authorize the Commission to fix per 
diem rates which give due regard to the necessity of providing an incentive 
to every railroad to procure and maintain a sufficient car supply at all times, 
q power which the court in Palmer v. United States, supra, held that it did not 
nave under the present provisions of section 1(14). Such a provision would 
pe of substantial assistance to the Commission in alleviating freight car short- 
ages by providing it with a means of eliminating the owner’s loss, the user’s gain, 
and providing an incentive for increased car ownership. The ultimate objective 
ynder either of the Commission’s proposals is an overall increase in the total 
inventory of freight cars. ' 

While H.R. 6551 would make no change in the Commission’s emergency powers, 
it does, in our opinion, embody the ultimate objective of the Commission’s recom- 
mendation No. 1 increasing the national ownership of freight cars. The same 
long-term result might, therefore, be accomplished under H.R. 6551. In fact, 
there would be nothing inconsistent in, and we recommend, the enactment of a 
combination of both H.R. 6469 (or H.R. 5938) and H.R. 6468 or of H.R. 6469 
(or H.R. 5938) and H.R. 6551. 

Closely related to the declining car-ownership problem in the alarming increase 
in certain sections of the country of bad-order (unserviceable) equipment. As 
of June 1, 1959, total freight-car ownership of class I railroads (excluding 
railroad controlled refrigerator cars’ amounted to 1,702,896 cars. Of this num- 
ber there was a total of 137,432 bad-order cars (8.1 percent of total ownership) 
awainting repair by all class I railroads. Broken down as between cars needing 
heavy repairs (requiring over 20 man-hours of work) and those needing light 
repairs (requiring less than 20 man-hours of work) 115,818 cars (6.8 percent 
of total ownership) were in need of heavy repairs and 21,614 (1.3 precent of 
total ownership) were in need of light repairs. 

Of the total of 137,432 bad-order cars, 74,246 cars or 17.2 percent of total 
ownership of six Eastern and Allegheny lines were in unserviceable condition. 
The six Eastern and Allegheny carriers own 432,350 cars, or 25.4 percent of all 
freight cars, with the unserviceable cars representing 54 percent of the total 
unserviceable cars being held as of June 1, 1959. 

Pastern district railroads had 25,561 cars or 8.9 percent of their total owner- 
ship in bad-order condition, Allegheny district carriers had 61,893 cars or 19 
percent bad order, while Pocahontas district lines and southern district lines 
had 8,023 cars or 4.6 percent and 13,527 or 5.1 percent, respectively, held await- 
ing repair. All class I railroads in the western district of the United States 
had a combined total of 28,428 cars or 4.4 of their ownership in unserviceable 
condition. Excluding eastern and Allegheny district carriers, other railroads 
in the United States had a bad-order percentage of 4.6 percent as of June 1, 
1959, which is not too far out of line. 

In view of the almost annual recurrence of serious freight-car shortages under 
the present status of the law, the Commission is of the opinion that remedial 
legislation is urgently needed, and has for some years urged its enactment. 
While we believe that enactment of the so-called penalty per diem proposal, as 
set forth in H.R. 5938 and H.R. 6469, or of a combination of that proposal and 
the so-called incentive per diem proposals, as set forth in either H.R. 6468 or 
H.R. 6551, would provide the most effective solution to the freight-car supply 
problem, we are also of the view that enactment of either of the incentive per 
diem measures, alone, would aid the Commission substantially in its attempts 
to cope with the problem. We would, therefore, have no objection to the enact- 
ment of H.R. 6551. 

Respectfully submitted. 

KENNETH H. TvueGGte, 
Chairman, Committee on Legislation. 
HowaRpD FREAS. 


"Excluded because of unavailability of figures showing distribution among the various 
districts of unserviceable cars in this category. 
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DEPARTMENT OF THE Army, 
Washington, D.C., July 16, 1959, 
Hon. OREN HARRIS, 

Chairman, Committee on Interstate and Foreign Commerce, 

House of Representatives. 

DeaR Mr. CHAIRMAN: Reference is made to your request to the Secreta 
Defense for the views of the Department of Defense with respect to H.R. 6551 
H.R. 7925, 86th Congress, identical bills to amend section 1(14) (a) of the 
Interstate Commerce Act to insure the adequacy of the national railroad freight 
«ar supply, and for other purposes. The Secretary of Defense has delegates 
to the Department of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of H.R. 6551 and H.R. 7925, 86th Congress, which are simi 
to H.R. 6468, 86th Congress, is to insure the adequacy of the national railroad 
freight car supply through adjustment by the Interstate Commerce Connnission 
of the compensation to be paid for the use of freight cars. The bills prescribe the 
criteria to be employed by the Commission in considering methods by whieh 
compensation may be adjusted so that it will be just and reasonable, contribute 
to sound car service practices, and. encourage the acquisition and maintenanee gf 
a car supply adequate to meet the needs of commerce and the national defenge 

The Department of Defense is vitally interested in there being an adequate 
railroad freight car supply in the United States. It appears that enactment of 
either H.R. 6551 or H.R. 7925 may contribute in some measure toward improving 
the freight-car supply situation in the United States in the future. Although 
it is believed that under the Interstate Commerce Act as presently written, the 
Commission could utilize the criteria set forth in these bills, it would be 
advantageous if the Interstate Commerce Act were amended to be more specific 
and mandatory on this point.. Accordingly, the Department of the Army 
behalf of the Department of Defense recommends enactment of H.R. 6551 o 
H.R. 7925. 

The fiscal effect of these bills cannot be estimated. 

This report has been coordinated among the departments in the Department 
of Defense in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


WILBER M. Brucker, 
Secretary of the Army. 


THE SECRETARY OF COMMERCE, 
Washington, D.C., July 16, 1959. 

Hon. OREN HARRIS, 

Chairman, Committee on Interstate and Foreign Commerce, 

House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: This is in reply to your letters of April 27, 1959, and June 
26, 1959, requesting the views of this Department with respect to H.R. 6551 and 
H.R. 7925, bills to amend section 1(14) (a) of the Interstate Commerce Act to 
insure the adequacy of the national railroad freight car supply, and for other pur- 
poses. 

The subject bills would add a new sentence to section 1(14) (a) requiring the 
Interstate Commerce Commission, in fixing the compensation to be paid for the 
the use of freight cars, to give consideration to the level of freight-car ownership 
and to other factors affecting the adequacy of the national freight-car supply. 
The Commission would be required, on the basis of such consideration, to deter- 
mine whether compensation should be computed on the basis of elements of 
ownership expense, the value of use, or upon a combination of bases as in its 
judgment would provide just and reasonable compensation to freight-car owners, 
contribute to sound car service practices, and encourage the acquisition and 
maintenance of a car supply adequate to meet the needs of commerce and the 
national defense. 

This Department would favor any reasonable legislation which would 
accelerate building of a freight-car fleet adequate to meet the needs of our com- 
merce and national defense. It is possible that current per diem charges are 
not adequate to provide an incentive for the acquisition or construction of addi- 
tional new freight cars. However, the level of such charges would seem to be 
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one of the factors responsible for the freight-car shortage. An even more 
important factor is the fact that the railroad industry as a whole has not had 
ufficient earnings or adequate credit to acquire a proper number of new cars 
: adequately repair the old ones. The failure to realize sufficient earnings 
. resulted in part from regulatory standards which have handicapped the car- 
ee jn attracting and holding additional traffic. It is apparent, therefore, that 
the freight-car shortage is part of the general railroad problem, and that its 
solution is dependent to a great extent upon the putting into effect of measures 
which will enable the railroads to compete more effectively for traffic and 
eter as the more expeditious use of freight cars is concerned, the Com- 
mission would appear to have adequate authority in this respect. Under section 
1(14) (a) of the act, the Commission is authorized to establish reasonable rules, 
regulations, and practices with respect to car service, including the compensation 
to be paid for the use of cars and the penalties or other sanction for nonobserv- 
ance of such rules, regulations, or practices. Furthermore, the Commission has 
guthority under section 1(21) of the act to require a carrier to provide itself 
«¢ * * with safe and adequate facilities for performing as a common carrier 
its car service * * *.” Also, the Commission has almost dictatorial authority 
ynder section 1(15) of the act to order freight cars from foreign roads to owning 
roads and penalize violations of such orders. 

In this connection, it is our understanding that a committee of railroad execu- 
tives has been appointed to conduct a comprehensive study as to the best method 
of insuring an adequate freight-car supply and the establishment of a proper 
per diem charge in connection therewith. We understand that this study will 
be completed in the near future. Furthermore, this Department is engaged in 
atransportation study, at the request of the President, which will bear on this 
critical problem. 

This Department has misgivings as to whether enactment of H.R. 6551 and 
HR. 7925 would provide a solution to the freight-car problem, and believes that 
opportunity should be given for completion of the studies relating to this problem. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this report to the committee. 

Sincerely yours, 


F. H. MUELLER, 
Acting Secretary of Commerce. 


INTERSTATE COMMERCE COMMISSION, 
Washington D.C., July 7, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, Washington, D.C. 


Deak CHAIRMAN Harris: Your letter of June 26, 1959, requesting a report and 


coments on a bill H.R. 7925, introduced by Congressman Rogers of Texas, to 


amend section 1(14) (a) of the Interstate Commerce Act to insure the adequacy 
of the national railroad freight car supply, and for other purposes, has been re- 
ferred to our Committee on Legislation, After consideration by that Committee, 
lam authorized to submit the following comments in its behalf: 

H.R. 7925 is identical to H.R. 6551 upon which we have submitted a report of 


even date. The views expressed in our report on H.R. 6551 would be equally 


applicable to this bill, and it does not appear that any useful purpose would be 
served by repeating them here. 

A copy of our report on H.R. 655 
reference. 


Respectfully submitted. 


1 is attached, however, for convenience of 


KENNETH H. TUGGLE, 
Chairman, Committee on Legislation. 
HOWARD FREAS. 


Serr The report on H.R. 6551, referred to in the above letter, appears on 
p. 6.) 


Mr. Frreper. We have as our first witness this morning Mr. Avery, 
me of the sponsors. 
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STATEMENT OF HON. WILLIAM H. AVERY, A REPRESENTATIVE jy 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Avery. Mr. Chairman, you have such an array of talent in 
committee room this morning that I do not believe that I wil] 
my complete statement, but ask unanimous consent that it might }, 
included in the record in its entirety. 

Mr. Frrepev. If there is no objection, it is so ordered. 

Mr. Avery. Thank you. 

(The statement referred to follows:) 





STATEMENT OF REPRESENTATIVE WILLIAM H. AVERY 


Mr. Chairman and members of the committee, those of us representing 
the Midwest and Far West are besieged each year at harvesttime by coun 
elevator operators and farm organizations to assist them in finding boxcarg jy 
which they can ship wheat to the terminal markets. Although there may be 
good reason for the shortage of cars, it is hard to explain such reasons to a } 
line of farmers in trucks waiting to unload grain in these country elevators and 
to the elevator manager unable to move their grain until cars are available, This 
difficult situation becomes even more complex to understand when the record 
shows that the lines serving our regions own approximately 50 percent of the 
boxcars now in service. 

It is to correct this and other inequities that I ask your indulgence to fayor. 
ably consider H.R. 7937 or comparable legislation to amend section 1(14)a of 
the Interstate Commerce Act to allow the Interstate Commerce Commission 
to take into consideration a fair return on value in addition to the expense of 
owning freight cars in order to encourage the acquisition and maintenance of g 
car supply adequate to meet the full need of interstate commerce and nationaj 
defense. 

Under present construction prices the average freight car costs between $9,00 
and $10,000 to build and under present rental formula can only yield $2.75 a day 
to its owner. Under certain conditions, they do not even earn $2.75 a day be 
cause of a reclaim arrangement that reduces the fee, usually to a short line road. 

The inequity of the low rental is apparent when statistics reveal the average 
freight car can earn a conservative return of $14.10 a day when in use by its 
owner, with some estimates up to as high as $20. 

At this point let me clearly state it is not the intention of this legislation 
to permit nor direct the Commission to adjust the per diem charge of this 
rolling stock up to the $14 figure or anything comparable to it. It is my under- 
standing the increase contemplated as a result of this legislation, if passed, 
would be only an advance of 25 to possibly 75 cents a day per car. 

As I interpret the provisions of this bill to authorize an increase in per diem 
freight car rental, the results will be twofold. As the rental is increased, so 
will the incentive be proportionally increased to expand the total number of cars 
in the national fleet. This incentive to increase the fleet would apply not only 
to the present owner who has valuable capital invested but also to the renter 
or lessee, at it would tend to shift the owner-lessee benefit ratio in the direction 
of the owner, resulting in more cars in the national fleet. 

In the second place, the increased rent would tend to encourage a more ex- 
peditious movement and usage of the cars now in service. 

Further, Mr. Chairman, I submit there is good reason to believe the present 
cost of $2.75 per day does not even cover the full cost of the ownership, taking 
into consideration the $10,000 cost of construction and upkeep. This determina- 
tion depends, of course, on interest rate charged to the investment, if the com- 
putation is before or after taxes, and whether or not the cost of replacement is 
used for a base or the original cost. The prevailing evidence, however, supports 
the contention that $2.75 does not meet the cost of ownership. 

But even if the present rental did yield a return equal to the cost of ownership, 
there is a considerable evidence that some incentive to ownership over and above 
this cost must be allowable in order to increase the overall freight fleet toa 
level that will insure an adequate supply of cars for all rail requirements. In 
other words, provide for a reasonable profit factor in a class of investment which 
up to now has attracted only capital under duress. 
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As I view this problem it seems to resolve itself down to an economic conflict 
een the originating lines and the terminating lines. That conflict of interest 
is understandable. The regions of the western lines are, generally speaking, 
the areas supplying the raw product. This means these lines must not only 
supply the original cargo space for most commodities that flow in interstate com- 
merce but they must also supply in quantities capable of moving the commodity 
jn an unprocessed and unrefined state and therefore in jts most spacious propor- 
tions. Because of this point-of-origin situation, the burden of freight car supply 
falls largely upon these same western lines. Contrast, if you will, the eastern 
lines which largely fall into the category of terminating lines, mostly serving 
the manufacturing East. By this same line of logical analysis, the terminating 
lines will always have available as many cars as they have need for since the 
raw materials have been shipped to them by the originating lines and their 
manufactured product will always require less cargo space than did the in- 
gredients required to make or process it. 

Figures supplied by the western lines, principally the originating lines just 
referred to, support the premise that the originating lines bear more than their 
fair share of the boxcar fleet. In the past 34% years the western lines have only 
averaged 95 percent of their car ownership on their lines. In other words, in 
the last 344 years, 5 percent of their boxcars have always been on other lines. 
At the present time the average is slightly higher due to an industry effort com- 
mencing in May to get all possible boxcars to the Middle West and Southwest 
to accommodate the wheat harvest. Translated to figures, the western lines 
presently own 334,490 boxcars and 317,616 are on their lines. (This figure is 
a net figure giving credit for all cars On western line track but owned by other 
lines.) At this point it is interesting to note all freight cars on all lines total 
1,702,896, of which 649,651 are owned by the western lines. 

Some segments of the rail industry suggest the per diem rate should be on a 
graduated basis reflecting the age of the car. Certainly, this would be the 
fairest basis if it can be worked from an administrative standpoint. With 
modern bookkeeping and accounting practices it would appear feasible to me, 
put the industry should certainly be heard on that point. 

The suggestion of including a mileage factor in affixing car charges has been- 
rejected by the Interstate Commerce Commission, I assume, for good and suf- 
ficient reasons. It would seem to me to be, by far, more complex than a graduated 
charge based on age or undepreciated value. 

The rental charge for freight cars is basically fixed by general agreement 
within the industry. As commendable as this practice is the rate should never- 
theless be high enough to assure an adequate car supply. It appears the Com- 
mission does not have authority to act under present law. In ICC Order 
268-659, the Commission ordered an increase in the per diem rate apparently to 
increase the overall car supply. One line with a deficiency car supply com- 
plained and the order was set aside by the courts. This suggests legislation 
is needed. 

For these reasons I urge this subcommittee to take favorable action on H.R. 
7987. Favorable action, in my opinion, would (1) provide an incentive for ad- 
ditional needed freight cars, (2) encourage more expeditious movement of 
existing equipment, and (3) provide a partial reimbursement to car owners when 
their cars are in possession of other lines. 

This bill is identical to S. 1789 and has been approved by the full Interstate 
and Foreign Commerce Committee of the Senate. It is not substantially 
different than 8.1811. Both bills apply incentive principle as opposed to penalty 
principle provoked in a similar Senate bill, 8S. 1812, and I believe is more realistic 
in its approach to this important problem. 


Mr. Avery. I would like to make one or two comments in support 
of the legislation you have just described authorizing the Interstate 
Commerce Commission to fix per diem charge on freight cars in such 
amanner that it would increase the available supply not only to an 
extent adequate to take care of our national needs for commerce but 
forany reasonable need for national defense that might arise. 

These bills that you have listed, Mr. Chairman, I think can fall into 
two general categories that might be described as (1) incentive bills 
and most of the bills that you listed would fall in that category; the 
other category (2) would be described as penalty bills. 

45243592 
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I have not had time to analyze the various numbers in detail ag tg 
know which bill would fall into which category, but certainly 
my bill, H.R. 7937, would fall into the incentive category as Opposed 
to the penalty category. 

H.R. 7937 is identical to a bill that has recently been approved by 
the full Interstate and Foreign Commerce Committee of the other 
body, S. 1789. 

As near as I can tell, although it is not identical, it is certainly com. 

parable to another Senate bill, S. 1811, but it is not like S. 1812, which 
is typical of the so-called penalty bills that I mentioned just a moment 
ago. 
“The cost of the average freight car, Mr. Chairman, I believe the jp. 
dustry agrees today is between nine and ten thousand dollars. The ip- 
dustry is not agreed on what the potential earning of a freight car is, if 
it was used by its owner, but it would be somewhere between $14 and 
$20. 

If we even take the $14 figure there is considerable doubt that the 
present per diem rate of $2.75 would even recover the cost or a fair 
return on the car, disregarding any incentive for an investment in q 
freight car. 

It is to improve that situation that prompted the introduction of the 
bills that we are considering this morning. 

I think it should be said at the outset of these hearings it is my very 
definite understanding that the sponsors of this legislation do not 
anticipate nor visualize that the per diem charge on freight cars will 
be increased to anything like the $14 or the $20 a day that they might 
earn were they in the service of their owner, but it is my understand- 
ing that the industry, the portion of the industry in support of this 
legislation instead is visualizing an increase of possibly 25 up to pos- 
sibly 75 cents a day. 

Those are just tentative but I think it is important early in this 
hearing to firmly establish that neither sponsors of the legislation, nor 
the portion of the industry in support of the legislation, is seeking to 
establish a per diem rate comparable to what a car might earn were 
it in the service of the owner. 

I just want to make one more general observation and this is from 
a geographical standpoint. It appears to me that the railroads serv- 
ing the West and the Middle West are probably in the most unfavor- 
able position as far as the industry is concerned as any of the roads 
in the great rail network in the United States in the matter of car 
ownership. 

The reason for that is this: Railroads generally fall into two classes, 
not from an economic standpoint, but from an operating standpoint, 
and one classification is the originating lines and the other is the termi- 
nating lines. 

The originating lines are largely flowing out of the Middle West 
because that is where the raw products are mostly produced. _ 

So it becomes their responsibility, Mr. Chairman, to provide the 
necessary commodity space to transport these raw commodities to the 
points where they are processed, which is primarily here in the eastern 
regions of the United States. us 

Since they are originating lines, the responsibility of providing the 
necessary transportation space becomes their responsibility because 
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iis their customers that consign the produce that must be transported 
toa point where it is to be processed or manufactured into a finished 
roduct. SO 

By that same line of reasoning it is perfectly clear to me that the 
eastern lines which we will generally categorize as being terminating 
lines, will always have plenty of cars. The reason is that we have the 
many cars flowing out of the West, the Middle West, with the raw 

roduce, and obviously after it is manufactured it takes up less space, 
so freight car supply is always a plus on the eastern terminating lines 
as opposed to a tremendous responsibility of finding necessary cargo 
space, especially at peak seasons which occur primarily in the last 6 
months of the year, in the Middle West. 

It is my understanding, and certainly my experience, that there is 
only a very slight car shortage in any areas of the United States, par- 
ticularly in the Middle West, in the first 6 months of the calendar year. 

I believe, Mr. Chairman, that there are many points I could mention. 
[| think I have set out the main points that appear to me to be im- 
portant in my statement. I think I shall not further detain the com- 
mittee because as I mentioned at the outset of my statement, you have 
many Witnesses in the room who are probably much better informed 
on the technical aspects of this problem than I am, but, nevertheless, I 
have some very deep convictions that this legislation certainly is in 
the public interest. 

Further, Mr. Chairman, the bill is not punitive in any respect. 

If there are any questions that I can respond to, I will be glad to 
doso to the best of my ability. 

Mr. Frirepet. Mr. Jarman, do you have any questions ? 

Mr. Jarman. Mr. Avery, your bill is identical to the one passed by 
thecommittee of the other body ? 

Mr. Avery. By the whole Interstate and Foreign Commerce Com- 
nittee of the Senate, but I do not think it has 

Mr. JARMAN. It is identical ? 

Mr. Avery. That is right; my bill is identical to that bill. 

For your information, Mr. Jarman, that is S. 1789. There are other 
bills which have been introduced by our colleagues on the House side 
which are also identical, but I have not analyzed them to find out which 
number fall into which particufar class. 

I said earlier in my oral statement, Mr. Jarman, S. 1811 is much 
alike and similar to the bill I have introduced, though not identical. 
Both could be categorized, I think, as incentive bills as opposed to 
the bills which could be called penalty bills. 

Mr. Jarman. Thank you. 

Mr. Friever. Mr. Springer? 

Mr. Sprincer. I notice you use the figure of $10,000 cost. We 
had hearings several years ago at which time the cost was about 
$7,200 to $7,500. 

I take it that that is the increase in the meantime that a car costs 
to put into operation today. Do you have any figures on this? 

Mr. Avery. That was the figure that was supplied to me by the 
industry, Mr. Springer. Of course, there is quite a differential in 
cost of freight cars, between boxcars, flat cars, and refrigerator cars, 
which I presume would be the highest, but the cost of the average 
car is somewhere between $9,000 and $10,000. 
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I believe we have had in earlier testimony before our Committe 
on Legislation the full committee was considering earlier in th 
session that the figure is about double from the immediate postwa, 
level. 

Mr. Sprincer. This one that you have introduced and which hag 
passed the Senate committee uses the words on the first page: 


Shall give consideration to the level of freight ownership. 


What do you mean by that? 
Mr. Avery. The level means the number, the population of freight 
cars! 

Mr. Sprincer. Do you mean at any one time? 

Mr. Avery. Not so much at any one time, but in relation to the 
demand. 

It would be at any one time in relation to the need at any one time, 
Mr. SPRINGER. mean the year. In other words, from readin 
the language of this, I take it that the urgency of the situation woul 
give the Commission the power to increase this, or lower it, in ac. 

cordance with the demand and need; is that correct ? 

Mr. Avery. I do not think it would fluctuate within the year, Mr, 
Springer, but I think within maybe a 10-year period it might be 
raised or lowered so as to keep the supply of freight cars in a com. 
parable number to the demand that the industry sets forth. 

But I do not anticipate there would be any fluctuation as such. 

Mr. Sprineer. You use the word “or” on page 2— 
or should be computed on the basis of elements reflecting the value of use 
of freight cars. 

Now, if that was done, you would be at the approximate valuation 
of $10 to $15. 

Mr. Avery. That is right. 

In my written statement you will see, I think on page 2, where I 
make reference to the potential earning of the freight car which is 
between $14 and $20 a day. 

Mr. Sprincer. Are you through ? 

Mr. Avery. Yes, sir. 

Mr. Sprincer (reading) : 

Or combination of basis as in the Commission’s judgment will provide 
just and reasonable compensation to freight car owners— 
and then you use other words, “contribute,” et cetera. 

In this then you have made, as I understand it, three tests and the 
Commission may use any one of them ? 

Mr. Avery. There are three criteria that may be applied or a com- 
bination of the three. 

Mr. Sprincer. In arriving at what they consider is a fair evaluation 
plus rental plus public interest ¢ 

Mr. Avery. That is right. 

I would like to say one more thing, and I am sure it will be said 
later in this hearing, the present per diem charge for freight cars is 
set by the industry; it is not set by the Interstate Cann 
Commission. 

I think this is a very interesting point. I would not say it was 
negotiated in the industry, but it is finally agreed within the industry 
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itself and it becomes mandatory on all lines to honor and recognize 
this figure which has been established within the industry. 

Now, not too long ago—I don’t have the date, but in my statement 

ou will see that by order No. 268-659, the Interstate Commerce Com- 
mission attempted to adjust upward the per diem on cars and there 
was a complaint filed by one of the deficiency lines and the order 
was set inside by the court. 

So in view of that it would appear very obvious that if there is 
going to be any adjustment particularly upward in the $2.75 figure 
vat hes been arrived at and agreed upon by the industry, the Inter- 
state Commerce Commission must have additional authority upon 
which to take that action. 

Mr. Sprincer. That is all, Mr. Chairman. Thank you. 

Mr. Frrevet. Mr. Bush. 

Mr. Busu. Mr. Chairman, I[ am a little late getting here, and did 
not hear all of our colleague’s testimony. 

You say that the:industry in the past is the one that has set these 
charges for the use of cars? 

Mr. Avery. The = and the present. The present figure that 
prevails has been set by the industry, Mr. Bush. 


Mr. Busu. That being true, could not the industry still get together 
and come up with what is a fair and just price to be paid ? 

Mr. Avery. Well, I am just wondering, Mr. Bush, who was going 
to ask that question because I was sure it was going to be asked. 

That rather intrigues me. The only answer, if there is an answer, 
which has come to my attention, or that I can find in my search, is 


that it is like this in all legislation. Some of us have views in one 
d and some of us have views in another degree. 

"By the time those views are recorded and debated, there frequently 
isa compromise somewhere in between, depending on the preponder- 
ance of views on one side or the other. 

Just looking in from the outside, I would assume that perhaps the 
deficiency lines, so to speak, which are the lines that have less cars 
than they use on the year’s average, might be slightly in the majority. 

Naturally it is only reasonable to assume that those particular lines 
would insist rather vigorously, I presume, on a lower figure. 

The plus lines, the originating lines, primarily in the West and 
Middle West, of course, as I pointed out, have the responsibility of 
furnishing the cars in the first instance; they would insist: to the best 
of their ability on a higher price, but somewhere along the line they 
would have to compromise. 

Mr. Busu. But when the shortage appears, it is during the move- 
ment of grain. 

Mr, Avery. In the Middle West that certainly is true, Mr. Bush. 
I would not say that the entire shortage would always occur then. 
I mean possibly every critical period in freight car shortages might 
not be at the time that grain moved, but certainly that would be true 
in the Middle West. 

Mr. Busu. Is that not of very short duration ? 

With the mechanization of your farms today and the combines 
and so on, if you have a big production of wheat piled on to the 
railroad to transport at a given time, and the result is that it is a 
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tremendous investment to have cars for that particular movement for 
such a short duration. 

Mr. Avery. Of course, you are absolutely right, Mr. Bush, yon 
could not economically justify the-rails owning enough cars so tha 
they would have all the cars to every country elevator that they 
wanted, i 

If they did, they could not load them fast enough. 

Mr. Busu. Would it not be cheaper if they built some elevators oy 
there rather than build some railroad cars ? 

Mr. Avery. Of course, if you will reexamine the agricultural ap. 
propriation bill for 1960, you will discover, I am sure, they are build. 
ing elevators out there pretty fast now, because you will find about 
a million and a half dollars a day in there for storage, probably two. 
thirds of which is in the same country we are talking about. ~ 

But the point, Mr. Bush, that I want to make here is that if the 
lines in the Middle West could better recapture for their own use 
their own cars to use during this peak season, the situation would 
not be completely satisfied, but it would be improved. 

That is what we are seeking to do with this legislation. 

As of last month the western lines, and that largely serves the area 
I am talking about, I believe recaptured 97.3 percent of their boxcars, 
which is pretty good. 

On a year’s average, over the entire year, they only have available 
about 95 percent of the cars that they own available to them. 

Now, that does not mean that 95 percent of the cars that had their 
name on them are on their lines because they give credit to an eastern 
car that happens to be on their line, but over the last 314 years they 
show a 5-percent deficit on number of cars they own as compared to 
the number of cars that they have available for use on their tracks, 

The western lines own about 334,000 boxcars and they averaged 
about 317,000 that have been available to them for use. 

Mr. Busu. | get back now again to the industry agreeing to a 
charge, a usage charge. ImZf they have been able to do that in the past 
why can they not do it again ? 

Grive them some time; they have been alerted, they know what the 
situation is now; why can they not get together and arrive at a com- 
promise? They know what the cost per mile is: what their income 
per mile is. 

They certainly could find out more quickly than anyone else what 
they should arrive at to be a just and satisfactory change. 

Mr. Frieper. Will the gentleman yield at that point, please? 

Mr.. Busu. Yes. 

Mr. Frrepex. I understand that there are six presidents of the rail- 
roads who are trying to work out a formula now. 

Mr. Avery. AAR has appointed a president’s committee, I believe 
they described it such as that, Mr. Friedel—I am not sure how many 
members are on the committee—but they are working on this prob- 
lem and according to my philosophy of course, I would much prefer 
that industry settle their problem 1f they can. 

But it appears that this problem now have been—I will say it this 
way: 

There has been a shortage of freight cars for the last 45 years. 
Previous to that time there was the problem of having too many 
freight cars. Since there have been 45 years to work this problem out 
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and the situation has not been resolved in its entirety, I feel that 
probably permissive legislation, not punitive legislation, but permis- 
sive legislation, to the Interstate Commerce Commission, would cer- 
tainly be in order. 

Mr. :Frrepvev. Have these railroad presidents submitted their report 
yet ? 

Mr. Avery. Again let me refer back to some of the expert witnesses. 
I am advised they have not reported back in. I am sure that that 

int will be touched on by witnesses who follow me. 

Mr. Frrepev. I assume both East and West are represented here. 

Mr. Avery. They should be because that would be the owner and 
tenant so to speak, the comparable relation to that. 

Mr. Bush, I want to say one more thing to you, and I think this 
might reflect some on Mr. Freidel’s question. 

There is a matter of philosophy here, and it has been a philosophi- 
cal question in the industry, as I understand, for many years, 

In-establishing the per diem return on a car should the owner be 
entitled to any incentive? In other wor ds, any return on his invest- 
ment, or should it be established at just the bare figure of recapturing 

an amortized cost of the car, taking into ace ount the original cost 

lus the cost of upkeep ¢ 

The school of thought has prevailed that there should be no incen- 
tive, a sort of all for one, one for all proposition. This school of 
thought holds the owner should not be entitled to a return on his 
investment, that he should be willing to make that contribution for 
the good of the industry. 

Those in that school of thought, as I say, have prevailed. Now, 
the plus lines so to speak, feel, and I think that brings up a point 
here, with the increasing cost of money and the increasing shortage 
of capital, perhaps it is even more important at this time that cer tainly 
we examine very carefully the question of a fair return on the capital 
that has been invested in this rolling stock to the owner. 

Mr. Busu. I would not quarrel with that, but then I do think very 
strongly that the industry itself certainly can come up with an answer 
to this thing and what they agree on ought to be satisfactory to the 
industry. 

Now, I know, and I am sure that you will agree, that you do not 
want to see any of these railroads have a lot of boxcars built for a 
short duration of usage, because that is a big investment. 

It will be just one of those things that will be a liability to them. 

If they can work this thing out so that they can use each other’s 
rolling equipment for a reasonable fee, and something that is right and 
fair, then I think that that would be very desirable. 

You say they have not done it. Well, they have done it all these 
years and have been satisfied with it. 

Now comes a time here when there is a change because of your grain 
situation out there in the Midwest, mechanization and all that kind 
of thing, that produces so much grain on the market all at once. 

Mr. Avery. I could not find myself agreeing with you, Mr. Bush, 
in your entire statement where you say it. has “been satisfactory. It 
has been satisf: ictory to the terminating and the deficiency lines be- 
cause they have been renting, so to speak, cars from the originating 
and plus lines. 

It has been most satisfactory to them. 
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Let me give you an illustration. 

‘The recent price of eggs, I am sure, is most satisfactory to the house. 

wife because they are down somewhere below the cost of production, 
But at the same time, the man who has the flock out in the coun 
he feels he is being sacrificed because he cannot even recapture his cost 
of production. That is about all we are seeking to do in this legisla. 
tion, is to bring the per diem return on these cars up so to speak, up to 
the cost of saeiadien and ownership, 

Mr. Busu. If you are trying to do that, why not let the industry 
itself have a chance to do it rather than to get it intoa law ? 

Once you have a law, you will never get rid of it. 

Mr. Avery. Well, this is just authorizing legislation. We do not 
direct the Interstate Commerce Commission. It might if the law 
were passed, it might be helpful to the industry to solve this 
themselves. 

Or perhaps even the hearings on these bills might be helpful ty 
the industry, Mr. Bush, but the Interstate Commerce Commission 
finds itself without needed authority unless the Congress does clothe 
it with supplemental authority through legislative channels. 

Mr. Busu. That is all, Mr. Chairman. 

Mr. Frrepe.. Gentlemen, I want to say that it is a great pleasure 
to have the chairman of the full committee with us, Mr. Oren Harris, 
If he has any statement or any questions, we shall be glad to hear 
from him. 

Mr. Harris. Thank you, Mr. Chairman. I do not have any state- 
ment. I certainly have a lot of questions, but I do not feel that I 
should take the time of the committee arguing these matters out be- 
tween members of the committee because there are many other witnesses 
here to be heard. 

But I would like to take just a brief moment to suggest to the 
gentleman that this matter of the industry working this problem out is 
now new and they have had it before them now for more than 2 years 
that I know of. 

The committee held hearings on this subject 2 years ago. At that 
time, if I recall correctly, the committee was advised that it should 
take no action on it because the industry was setting up a committee 
to make a study and do something about it. 

Now, will the gentleman, who is very familiar with the problem and 
naturally interested in how it affects his own area, give the committee 
the benefit of any information as to how long it will take the industry 
to work out the problem. 

Mr. Avery. Certainly I will not be in a position to speak fora 
railroad president’s committee. I feel probably they can speak for 
themselves. 

I refer back to the statement I made previously, I believe in my 
colloquy to Mr. Bush, this care shortage has been with us now for 
about 45 years. Attention had not been focused on it until, as the 
committee chairman points out, about 2 years ago when sentiment 
began to crystallize in this direction. 

In addition to that, Mr. Chairman, I will have nothing further to 
say on that point. 

Mr. Harris. It seems to me a rather anomalous situation that we 
have a problem here and the industry could take care of it if they 
‘would. 
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Many of us feel that way about it from what we have heard. Yet 
from year to year there seems to be no progress made in resolving 
the matter within the industry; this is a matter apparently between 
the eastern and the western roads. Is that not true! 

Mr. Avery. Basically I hink that is right. It happens to fall that 
wa raphically. 

| wou d rather say it this way: It is between the originating line 
and terminating lines, but it happens to fall in that same geographical 

rtion. 

Mr. Harris. It seems to me that the gentleman from Pennsylvania 
has something in the suggestion that the industry knows more about 
its problems and its management operation and if they would get 
together and resolve the problem in the interest of the public, who is 
to be served thereby, everyone would be a lot better off. 

Mr. Avery. I agree, Mr. Chairman. 

Mr. Harris. I hope that the members will ask some pointed ques- 
tions of the industry who contend that the committee should not after 
these 2 years, when the matter has been actively before the country 
and the Congress as well, that the committee should not take further 
action or not do anything about it this time because just let us work 
it out, boys, and it never gets worked out. 

I think there should be some explanation on that point itself. 

Now, one other point: The gentlemen says this is permissive legisla- 
tion. I take the gentleman’s own bill, 7937. It amends section 
1(14)(a) of the Interstate Commerce Act. Reading the language 
and I quote: 

In fixing the compensation to be paid for the use of freight cars, the Commis- 
sion shall give consideration to the level of freight car ownership and to other 
factors affecting the adequacy of the national freight car supply, and shall on 
the basis of such consideration determine whether compensation should be com- 
puted— 
and so forth and so on. 

Now, if you can interpret that to just be permissive legislation it 
certainly is a different interpretation than I would place on it and I 
believe different from what the Commission would have to place on it. 

Mr. Avery. In the strict definition of the word “permissive,” I prob- 
ably should modify that. I was using that term of reference, Mr. 
Harris, in trying to make the point that this legislation in my opinion 
was not presenting a precise mathematical formula whereby the Com- 
mission would take a group of figures and manipulate them in such a 
way that they would come up with X number of dollars that would 
be the formula. 

There are so many intangibles involved here that. there is going to 
be a tremendous amount of interpretation on the part of the Com- 
mission in finally affixing that figure that will conform to the various 
provisions in the bill. 

Thave to agree with you, it is not permissive in the general sense, 
but on the other hand, it is not what Fwonld call mandatory legisla- 
tion. 

Mr. Harris. I would consider it to be a mandate to the Commission 
to make such determination based on the criteria that is set out. I 
would have some question in my mind as to what decision could be 
reached in considering this language— 


should be computed on the basis of the elements of ownership expense. 
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I just wonder how the Commission could ever arrive at anythjy 
under that kind of language and what it would mean. aa 

Mr. Avery. The elements of ownership expense ? 

Mr. Harris. Involved in owning and maintaining a flatcar? 

Mr. Avery. To me that is not mysterious language, Mr. Harris, |; 
is like owning your automobile, there are certain elements of expeng 
involved. 

You have first the original cost. The bill certainly intends to gy 
that the investor is due a fair return on his money. There is furth 
certain maintenance on that car, as an expense of ownership, ther 
finally would be taxes as an expense of ownership. 

Those are the three main items that come to my mind, there-woul 
possibly be others. 

Mr. Harris. For the railroad that has a lot of cars, their cost and 
maintenance and so forth is much less than it is for railroads that haye 
just a few cars. Are you going to charge one a lot more than you do 
the other? 

Mr. Avery. There is no suggestion in the legislation that I find, 
Mr. Harris, where there would be a differential charge any more thay 
there is today. 

Mr. Friepev. Will the gentleman yield on that point? 

Mr. Harris. Yes. 

Mr. Friepext. You say there would be no differential charge? 

Mr. Avery. As between lines, no. 

Mr. Frrepet. As I read your bill I think there would be a differen. 
tial charge because when it says— 
























or should be computed on the basis of the elements reflecting the value of the 
use of the freight cars— 

it might be used for one thing at a cheaper rate and it might be used 
for explosives which is a higher rate. This will involve a lot of 
bookkeeping. 

To me it reflects a differential. It is not a flat rate charge, but a 
differential rate. 

Mr. Avery. Those of us in the legislative branch of the Government 
learned particularly in the last 5 years that we cannot predict entirely 
what the other two branches of Government might interpret from 
language that we write, but it certainly was not my intention, I might 
say, Mr. Friedel, in employing this language, which is not original, 
of course— 

Mr. Friepev. It says “The value of use of freight cars.” That will 
be according to the usage? 

Mr. Avery. If the chairman will permit me to finish, it was not 
my intention, and I am sure, not the intention of any of the sponsors 
of these bills, that there would be any differential. 

The Commission, working with the industry have to establish a 
national average on that, just like we establish national averages on 
earnings and on cost of building. I gave you the cost of building 
a flatcar of between nine and ten thousand dollars. Refrigerator cars, 
I do not know what they cost; I suppose they cost $25,000. I suppose 
a flatcar on that basis would cost $5,000. But somewhere in between 
you arrive at a national average. 

It was certainly so intended that the earnings of a car would be 
taken on the same basis. 
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That brings up an interesting point. There are two other formulas 
that have been suggested on fixing per diem. One is on a depreciated 
basis, on the age of the cars, the remaining undepreciated value of the 
ear should be taken into account. 

And the other one is on mileage. That gets down to maybe a little 
of the areas that the committee has been questioning here in the last 
minute or So. ' SEL 

With modern bookeeping machines, I presume it might be mechan- 
ically possible to employ either one of those methods or either one of 
those two factors in arriving at a fair formula, but I am afraid it 
would just bog down in a maze of bookkeeping if you started to draw 
a different category for one car as opposed to one hitched behind it 
hauling the same load. : 

That would be a problem for the industry, I think, to testify on 
before the committee. 

Mr. Harris. How would this kind of program of apparently in- 
creasing per diem on rolling stock get more cars out to the Midwest 
for the hauling of grain at the time when it is needed ¢ 

Mr. Avery. For these two reasons, Mr. Chairman: There are two 
reasons. If there was a fair return on the investment allowable under 
the per diem rate established, No. 1, it would seem to me the terminat- 
ing lines, the deficiency lines, would have more of an incentive to in- 
vest their capital into their own cars, thereby freeing cars that belong 
on the western lines. 

At the same time, there might be somewhat of an incentive to in- 
crease the car population to a slightly higher level because there would 
be some return from invested capital of which there is none under the 
present per diem. 

Mr. Harris. If you are going to alleviate the problem out there, 
why not give the Commission the authority over cars that they might 
direct the roads to send them here and there where they ought to be? 

If you are going to impose this on the Commission, why not give 
them the authority to do something about it? 

Mr. Avery. I would come back to the industry there for a comment. 
I would like to make a part of the record, Mr. Chairman, if I may at 
this point—and I was going to ask this anyhow—to include a directive 
that was promulgated, as I recall, in May, by the industry, imposing 
certain limitations on the use of boxcars that. belong to the western 
lines. I want to include that to show that the industry is not derelict 
or is not completely unaware of this problem in the Midwest. I think 
they make a reasonably good effort within the means available to them 
to get the cars out there for the harvest. 

Mr. Frrepet. How many pages to that report? 

Mr. Avery. About five lines. It is just a real short order. 

Mr. Frrepet. Without objection, that is so ordered. 

(The report referred to follows:) 

In recognition of the necessity for increasing the supply of boxcars in the Cen- 
tral West and Southwest to take care of the maturing bumper winter wheat 
crop the car service division of the Association of American Railroads has just 
issued an order to all railroads, effective May 1, requiring the return of boxcars 
owned by the railroads serving this territory. Also, according to Ralph E. Clark, 


chairman of the car service division, the railroads serving this area are increas- 
ing their car repair forces to the conditioning of boxcars for grain loading. 
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ASSOCIATION OF AMERICAN RAILROADS, 














OPERATIONS AND MAINTENANCE DEPARTMENT, way t 
Cak SERVICE Division, that © 
Washington, D.C., April 22, 1959, on or 
Specrat Car ORDER No. 98 a 
au ’ 
To: Transportation officers, all railroads and terminal switch lines. In 
Effective: May 1, 1959, and continuing until further notice. cep 
Application: To plain (XM) boxcars of the following ownerships: Ap ex P 
CB&Q-C&S-FW&D, MKT, MP, RI, SLSF, Union Pacific. r ating 
Order: Cars of above ownerships may be used for loading (other thap returl 
owners) only (1) to stations on owner’s line or via owner’s rails, (2) to junction be bu 
with owner, or (3) to the States listed below for designated ownerships: Mr 
ATSF: Colorado, Illinois, Kansas, Missouri, Oklahoma, Texas. M | 
CB&Q, C&S, FW&D: Colorado, Illinois, lowa, Kansas, Missouri, Nebraska, r 
Texas, Wyoming. to all 
MKT: Kansas, Missouri, Oklahoma, Texas. Mr 
MP: Arkansas, Illinois, Kansas, Missouri, Nebraska, Texas. altho 
RI: Arkansas, Colorado, Illinois, lowa, Kansas, Missouri, Nebraska, Okjs. 
homa, Texas. mere 
SLSF: Arkansas, Kansas, Missouri, Oklahoma, Texas. lot of 
Union Pacific : Colorado, Kansas, Missouri, Nebraska, Wyoming. Mi 
Cars must not be backhauled or delayed to obtain such loading. In the absence thing 
of loading specified, cars should be moved to the owners empty in service route , 
or under Special Car Order 90. my ' 
Western roads named in application section of this order should avoid the load. up @ 
ing of system plain (XM) box to off-line points and shall not deliver foreign Mi 
serviceable plain box, suitable for loading of commodities requiring the mer. M 
chandise or better class boxcar, off-line empty under SCO 90 or in home or Service TI 
route, except cars locating at a junction with the owner and/or cars of the nine 
ownerships listed in this order, but shall apply such cars on loading in accord. How 
ance with Car Service Rules. Should cars develop beyond the ability to utilize, I 
holding road will call on District Manager for disposition. back 
Kindly acknowledge. be ¥ 
Very truly yours, ; 

R. B. Crarx. kind 
Lists : CS-1, 1-A, 1-B, DMs, CSAs. that 
Mr. Harris. If you want to be bogged down in redtape, with all -_ 

) . . I 
of the hundreds of thousands of cars of rolling stock you have just 
extended that kind of authority, and you probably will find out, we | 
everybody will be screaming their heads off. ~ 

If you are going to reach the problem, you have to give somebody 
the authority to do it. big 
Mr. Sprrncer. May I ask a question at this point ? ma 
Mr. Harris. I yield to Mr. Springer. nd 
_ Mr. Sprincer. The only thing the gentleman has not touched on a 
is the public interest. You skirted around the edges of it. ‘ 
The first year I came here in 1951 I had a serious problem. Nat- ot 
urally, the first person I would go to would be to the Interstate Com- i 
merce Commission. There I learned they had no authority to do 
anything. That arose again in 1953. Then I asked why don’t they 
have the authority. a 
Here is one broad field of public interest and about the only one K 
where the Interstate Commerce Commission has no authority to act. : 
Now, then, we had hearings 3 or 4 years ago—I think after Mr. ST 
Harris became chairman—on this question and then this problem | 
arose as to costs of the cars and so on. ; 
The Commission has said unless there is given some means of reg- ? 
uation there is not anything—for instance, if they want to run 2 a 
train from New York to Chicago and there is a complaint along the q 
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way that they are not giving service, they can do something about 
that on proper complaint—make them put another two more cars 
on or another train on if that is necessary, to serve the people. 

But in this kind of thing where we have boxcars, they have no 
authority whatever to serve the people. 

In other words, there is no public interest they can serve here 
except this one which they have recommended as one means of allevi- 
ating the situation—and that is the power to set some kind of fair 
return on the boxcar situation which would then force more cars to 
be built. 

Mr. Avery. It would provide an incentive. 

Mr. Sprincer. It would provide an incentive to. produce more cars 
to alleviate the situation. 

Mr. Avery. I am sure the gentleman would agree with me that, 
although it would extend that much authority to the Interstate Com- 
merce Committee, it still would not bog the industry down with a 
lot of restrictive regulations. 

Mr. Srrincer. I do say this: During these years we have had these 
things under consideration, the last time we had this hearing, it was 
my understanding that the industry was going to take this problem 
up and work it out; is that right, Mr. Chairman? 

Mr. Friepet. We will pursue that during the hearings. 

Mr. Busu. I just want to make one further comment. 

The thing that I am very much concerned about is the question, 
How did this per diem charge get started in the first place? 

I am sure you do not know just how that all started, but I come 
back to this point, and that is, that whatever the charges are or could 
be worked out by this industry committee, they should be on some 
kind of mileage setup because then the longer lal or the company 
that was using these boxcars for a longer distance would have to pay 
more for them to the owners. 

I think that would be the more equitable way to do it. I think if 
we let this thing alone and bear right down on the industry and give 
them certain time to resolve the situation, it could be done. 

Mr. Avery. It is a little irregular for the witness to propound 
questions to the committee, but perhaps, under the circumstances, I 
might be permitted to propound this one: 

ust how much mote time do you think we should allocate to the 
industry to come up with the solution to this? 

Mr. Busu. Well, I might answer that by saying, How long does 
it take a man and wife to live together before they disagree? 

Mr. Avery. You have lived longer than I have, Mr. Bush. 

Mr. Frrevev. Thank you very much, Mr. Avery. 

Mr. Avery. I thank the committee for their indulgence, Mr. Chair- 
man. 

Mr. Frievet. The next witness will be the Honorable Joseph E. 
Karth of Minnesota. You may proceed, sir, 


STATEMENT OF HON. JOSEPH E. KARTH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


' Mr. Kanrn. The need for legislation which would insure the ade- 
quacy of the national railroad freight car supply was brought to my 
attention by experienced men in railroad management, and because 
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of the stories which I have read year after year about freight ‘gp 
shortages. 

My district is one of the greatest railroad centers west of Chicago 
St. Paul, Minn., is known as the gateway to the Northwest. [; . 
the = for the home offices of two of the greatest railroads of the 
world. 

Anyone who has lived and worked in the fourth district of Minne. 
sota becomes conscious of the problems faced by the railroad indust 

Therefore, I would like to state, as best I can, the reasons I have bean 
able to learn why it is important that this committee and this Con- 
gress act favorably on H.R. 7020, which would amend section 1(14) (a 
of the Interstate Comuienes Act, to insure the adequacy of the national] 
railroad freight car supply. 

The problem of freight car shortages is not a new one. I haye 
been told that the ICC and Association of American Railroads haye 
tried to solve this problem for many years and have met. with 

oractically no success. The Interstate Commerce Commission hag 

en limited in what it can do because of the restrictions placed on the 
commission by law. 

The figures I have read show that there are fewer freight cars today 
by nearly 20,000 than there were 6 months ago. 

In addition, there are nearly 30,000 less new cars on order as of 
January 1, 1959, than there were January 1, 1958. 

If these be facts—and we can be sure that they are substantially 
correct—we can expect even more critical freight car shortages in 
the future. . 

Many of the railroads which serve the upper Midwest have been 
building cars regularly. They also have an excellent record in keep- 
ing cars in service and having only a small percentage in bad order, 

If, I am told, they were able to hold their own equipment on their 
own lines, they could and would be able to service their customers 
with few, if any, periods of acute shortages. 

The problem is, as you gentlemen know, that a great many railroads 
find it cheaper to rent a car than own one. This is particularly true 
in cars fit for grain or lumber. 

The railroads in my district feel very strongly that the present per 
diem charges are too low. They feel that certain roads, located in 
vital areas, will hold their construction of new cars to a minimum as 
long as they can determine that it is far cheaper for them to pay the 
present per diem charges than to build cars of their own. 

This bill would, in effect, give authority to the Interstate Com- 
merce Commission, as part of its regulatory functions, to set the per 
diem fee for the use of freight cars on levels which should encourage 
all railroads to acquire and maintain a supply of cars that. will meet 
the needs of commerce, and also of our national defense. 

A higher charge should also encourage all railroads to move cars 
more quickly and thus help relieve the situation during shortages. 

It appears that railroads which are the originating lines have been 
bearing the greater burden in the acquisition of new cars. Many of 
them have stated the present $2.75 per diem fee is not sufficient to cover 
even the barebones cost of a new car. 

Even if the fee were to cover the cost of a new freight car, what in- 
centive is there for a railroad to go ahead and order new cars which 
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will leave its own line only to be held by another road who finds it 
rofitable to hold the car and pay the per diem fee? 
F Gentlemen, it seems to me that this bill gives the Interstate Com- 


merce Commission the proper tools to work with so that the Commis- 
sion can have a positive approach tothe problem. It makes it very clear 
that the Commission, after hearing and investigation, may, and should, 

rescribe freight car rental, or per diem charges, upon a basis which 
will provide as the bill states: 


+ * * just and reasonable compensation to freight car owners, contribute to 
sound car service practices, and encourage the acquisition and maintenance of a 
car supply adequate to meet the needs of commerce and national defense. 

Mr. Chairman, I thank you for this opportunity and I would be 
very happy to answer any questions if there are any ? 

Mr. Frrevet. Mr. Harris, do you have any questions? 

Mr. Harris. No, Mr. Chairman. 

Mr. Frrevet. Mr. Jarman ? 

Mr. JarMAN. Mr. Karth, has the Interstate Commerce Commission 
expressed itself on the bill that you introduced? Is it favorable to this 
suggested solution to the problem ? : sich 

Mr. Karru. I could not answer that with a positive answer. I feel 
quite certain that the ICC, although they have not talked to me per- 
sonally about it and expressed favor or disfavor—I feel quite certain 
that the ICC generally likes to do business in this manner. 

I feel that this bill would allow the ICC to carry on a practice in this 
field that they are designed and set up to carry on; that is, the establish- 
ment of a fair and reasonable and equitable rate for the purpose of 
meeting the needs of commerce and national defense. 

Mr. JARMAN. It is my recollection that the Senate committee report 
this year on the general subject, indicates that though the Interstate 
Commerce Commission proposes another specific solution to the prob- 
lem, they are favorable to the approach indicated in your bill. 

Mr. Karru. This is as I understand it, sir; but, again, I say I would 
not care to make a positive statement because they have not talked to 
me personally about it. 

Mr. Frrepe.. Mr. Springer. 

Mr. Sprincer. No questions, thank you. 

Mr. Frreper. Mr. Bush? 

Mr. Busn. Your bill is practically the same as our colleague’s, Mr. 
Avery ? 

Mr. Karru. Yes, sir; I would say so. 

Mr. Frrepet. Thank you very much. 

Mr. Harris. May I ask this one question of our colleague, who is 
concerned about this problem ? 

Is it your objective to get railroad cars available at a particular 
season of the year; or is it the objective to bring about an economic ad- 
justment in the utilization of rolling stock ? 

Mr. Karru. I think, Mr. Harris, it is a matter of equity. I think, 
No. 1, the railroads in my area are interested in having available to 
them the cars that they have made during the seasons of the year 
when it is necessary that they have more cars. 

No. 2. When it 1s not necessary, certainly I am sure they do not 
mind renting, if you will, renting these cars to others. 
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But they feel very strongly about the fact, and justifiabl 
a@ proper ated fee should ea. —— 
Mr. Harris. The problem is not a question of renting cars or no} 
Is it not the question of utilizing the cars taken from one section of 
the country to the other and which must go over other railroads; jg 
that not the problem ? 

Mr. Karrn. Yes. 

Mr. Harris. It is not a question of renting of cars from Burling. 
ton to Pennsylvania, necessarily; it is a question of the interchg: 
of cars in the regular flow of transport of commodities and so fort) 
from one section of the country to the other. 

That is the reason I ask: Is the problem here to provide a retym 
to the owners of cars of some reasonable figure that would ultimately 
compensate them for the money they put into them during the cop. 
struction? Now, when, that car is in use, whether it is on the By. 
lington line or whether it is on the Pennsylvania line, it is receiving 
its revenue out of it, is it not? 

Mr. Karrnu. The purpose for which a railroad car is intended js 
the purpose of serving commerce, however, I take a look at it I think 
from the objective standpoint a little more closely, perhaps, thay 
you would at this moment. 

I feel that the railroads, who are making a supreme effort to pro. 
vide enough cars to take care of the commerce and guarantee to 
some degree the security of this country, have a right to expeet to 
be able to use their cars when they find it necessary to use them, and 
if not, they should then expect a little greater return on their 
investment. 

Mr. Harris. That seems to raise a fundamental question: Should 
a railroad be required to provide a certain number of cars to meet its 
share of the transportation demand of the public? 

Mr. Karrn. Yes, sir; and as long as it is cheaper to rent one than 
it is to build one they are going to continue to rent them. 

Mr. Harris. Is not the problem of rental involved? Does one rail. 
road rent from another? 

Mr. Karrn. I use the term loosely. I think in effect you can call 
it that. It is a situation of ownership in one case and rental or 
nonownership in the other case, Mr. Chairman. 

Mr. Harris. It seems to me that the company that owns the car can 
fix its own rental figure. 

Mr. Kartu. It seems to me perhaps it would be a better solution to 
the problem, but the law is not of such a nature as to provide that 
opportunity to those who own the cars and provide usage. 

Mr. Harris. I do not know of any law that would prohibit it, 

Mr. Kartu. Iam sure there is, 

Mr, Harris. Maybe there is. 

Mr. Frrepev. Thank you very much. 

Mr. Karra. Thank you, Mr. Chairman. 

Mr. Frrepet. The next witness is our colleague from Montana, the 
Honorable LeRoy Anderson. Mr. Anderson, we will be glad to hear 
you at this time. 
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sTATEMENT OF HON. LeROY ANDERSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Anverson. Mr. Chairman, as Representative from the Second 
Con sional District of Montana, which is the second largest wheat- 

roducing congressional district in the entire United States, I appear 
today in support of my bill, H.R. 6551, and the six bills identical 
with it. It is my firm conviction that it is essential for this subecom- 
mittee, and the Congress, to take prompt action to alleviate the con- 
ditions which for many years have discouraged the construction and 
ownership of new freight cars by many railroads. I am authorized 
tosay that my friend and colleague, Representative Lee Metcalf of the 
First Congressional District of Montana, joins me in this presentation 
to your su committee. — 

My H.R. 6551 is designed to insure the adequacy of the national 
railroad freight car supply. The perennial problem of car shortages 
ig a problem of grave national importance. The impact of these 
recurring car shortages is particularly detrimental to the nearly 25,000 
wheat farmers in my district who are now once again confronted with 
the prospect of another serious shortage of cars within the next few 
months. Although this Poem of car shortages continues year after 
year, and is a matter of the utmost concern to the Interstate Com- 
merce Commission, and the shipping public generally, the Congress 
has yet to tackle the basic cause of the problem by giving the Com- 
mission clear, definite, statutory authority to establish per diem 
charges that. will provide an incentive for increased freight car 
ownership. 

Our vast wheat-producing Second District in Montana is served by 
approximately 3,000 miles of railroad. Despite the splendid coopera- 
tion and assistance that we have received from the railroads serving 
our area, we, for years, have had critical shortages of boxcars at 
harvest time. ‘This is primarily because the level of per diem charges 
through the years has been so low that many railroads, particularly 
some of the terminating lines that are fortuitously put in possession 
of cars moving to them from the railroads in our territory, have found 
it cheaper to rent cars than to buy them. It is abundantly clear that 
these shortages will remain with us so long as there is no financial in- 
centive to build and own freight cars. 

Certainly the current per diem charge of $2.75 per car day provides 
no profit for the car owner, over and above the barebones cost of own- 
ership, if, indeed, it is sufficient for that purpose, and it is wholly in- 
adequate to cover even the barebones cost of a new freight car at 
today’s prices in the neighborhood of $10,000 per car. This barebones 
level of per diem charges places a premium on the practice of renting a 
$10,000 piece of equipment for $2.75 a day, and then realizing a return 
of $15 to $20 a day on the rented car. There is an acute need for a 
clear and unequivocable pronouncement from the Congress that will 
strengthen the Commission’s efforts to correct this inequitable 
situation. 

That is the purpose of H.R. 6551. This bill states a series of ob- 
jectives which are admittedly in the public interest, including the ac- 

45243593 








30 FREIGHT CAR PER DIEM 


quisition and maintenance of a car supply adequate to meet the neadg 
of commerce and the national defense. It recognizes the important 
influence exerted by daily rental charges on the adequacy of the pg. 
tional car supply; and directs the Interstate Commerce Commisgigy 
to fix per diem charges upon any basis which, in its judgment, wij 
tend to accomplish these objectives, unfettered by legalistic concept 
which have hampered its past efforts. It would not permit establish. 
ment of such charges by arbitrary action or permit the Commisgioy 
to assess surcharges against individual railroads. It would recognig, 
and face the unpleasant fact that under present conditions, and fop 
many years in the past, construction of new freight cars actually has 
been discouraged by inadequate car rentals, and that a premiuni has 
been placed upon inadequate car ownership. It would direct the Com. 
mission, as an arm of the Congress, to use its best efforts to reverse this 
trend by the establishment of per diem charges which, in its judgment 
will provide an incentive for increased freight car ownership, ang 
imsure the adequacy of a national railroad freight car supply. 

Thank you. 

Mr. Friepev. Are there any questions? If not, we thank you for 
your appearance, Mr. Anderson. 

Mr. Anverson. Thank you, Mr. Chairman. 

Mr. Frrepet. The next witness is our colleague from Oregon, the 
Honorable Charles O. Porter. Mr. Porter, we will be glad to hear 
your testimony at this time. 


STATEMENT OF HON. CHARLES 0. PORTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OREGON 


Mr. Porrer. Mr. Chairman, I am glad your busy committee found 
time to have these hearings. I support either or both the per diem and 
the incentive bills under discussion here today. They will help ship. 
pers all over the Nation and will be of benefit to those railroads that 
are doing their duty in building cars and keeping them in repair. 

The freight car shortage is of particular harm to persons in my con- 
gressional district. I come from southwestern Oregon, where the 
chief source of income is from the sale of lumber products—mainly 
lumber and plywood. Last year we had a real slump. Now prices 
are better, so it is all the more important that our products don’t pile 
up along sidings waiting for empty cars to be made available. 

I just returned from a short trip to Oregon. The real shortage has 
not developed. Indeed, the situation is a little better than it was a few 
months ago. However, when the grain is harvested, we expect trouble 
again. 

“The irony is that the Southern Pacific Railroad, the principal rail- 
road for this area, has an excellent record with respect to building cars 
and keeping them in repair. The trouble is that certain eastern roads 
do not return their cars promptly. This legislation—either bill— 
would tend to correct this situation and so help my district’s economic 
condition. 

The ICC supports these bills and verifies the shortage. The presi- 
dent of the Brotherhood of Railroad Trainmen, W. P. Kennedy, has 
pointed out that less than 50,000 new cars will be delivered to the car- 
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riers in 1959, which will be fewer than the cars scrapped—65,000 were 
grapped in 1958. The situation will get worse unless Congress acts. 

chews, Mr. Chairman, that this committee will report out both bills 
with the recommendation that both be enacted. 

Mr. Frrevex. Are there any questions? If not, we appreciate your 
appearance, Mr. Porter. 

Mr. Porter. Thank you, Mr. Chairman. 

Mr. Frreper. The next witness is our colleague from the State of 
North Dakota, the Honorable Don L. Short. Mr. Short, we will be 
glad to hear you at this time. 


STATEMENT OF HON. DON L. SHORT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH DAKOTA 


Mr. Snort. Mr. Chairman, members of the committee, I appreciate 
this opportunity to present my views on H.R. 6468 and other similar 
bills, to amend section 1(14) (a) of the Interstate Commerce Act, to 
provide an incentive for construction and maintenance of an adequate 
national supply of freight cars. This proposal is of great interest 
tomy State of North Dakota and to other States of the upper midwest, 
where for the past several years we have been faced with serious and 
sometimes critical boxcar shortages at times when our harvest storage 
facilities within the State have been filled to overflowing. At present, 
my information is that North Dakota is short of boxcars to move 
the balance of last year’s crop, and the railroads are having difficulty 
supplying elevators with needed cars. 

rom a national standpoint, the boxcar shortages have turned up in 
one form or another for the past 45 years and the industry, during all 
this time, has not been able to come up with a solution. 

I therefore hope, Mr. Chairman, that legislation will be enacted 
which will put an end to these artificial boxcar shortages. Increasing 
the per diem charges, as provided in bills before your committee, will 
discourage eastern railroads from holding boxcars the western rail- 
roads badly need at harvest time. 

I shall not go into voluminous detail here. The committee has 
received volumes of testimony on this subject. I would just like to 
point out that (1) there is a national boxcar shortage, (2) boxcar 
ownership, rather than boxcar rental, is desirable and should be en- 
couraged among the railroads, and (3) shippers in my part of the 
country are convinced that increased per diem charges on boxcars is 
the answer. 

Ishall be glad to support, Mr. Chairman, any solution to this com- 
plicated problem that will have the end result of getting enough box- 
carsto North Dakota when they are needed. 

Mr. Frrepe.. Are there any questions? If not, we appreciate your 
ye and testimony, Mr. Short. 

r. Snort. Thank you, Mr. Chairman. 

Mr. Frrepet. The next witness is Hon. Kenneth Tuggle, Chairman 
of the Interstate Commerce Commission. 

The Cuarrman. Mr. Chairman, I think it would be appropriate if 
the Chairman of the Commission might identify others vial might be 
here from the Commission. 
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STATEMENT OF HON. KENNETH H. TUGGLE, CHAIRMAN, Intpp 
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service. 
SIONER RUPERT L. MURPHY Inson 
f 
Mr. Tuaeie. Commissioner Murphy is the only other Commissiong on 
here this morning. tired. - 
Director Taylor is here—Director of our Bureau of Safety ay | {stat 
Service. I am not sure just who accompanied him, because we gij test 
not come in the same car; and Mr. Spicer, our legislative coungg jlure 
Mr. Frrepet. You may proceed. ficient! 
Mr. Tueeir. Mr. Chairman, the committee has under consideratig Duril 
I believe, 11 bills altogether; all of which are designed to allevigt, | gyery 1 
freight car shortages. Two of these bills, and I understand there jg, | theship 
third one which is identical, would give effect to the first proposal jp charges 
legislative recommendation No. 1 which the Commission made in its | getion ¢ 
72d Annual Report tothe Congress. of car I 
Another bill, 6468, would give effect to an alternative proposal that | the car 
we made in our annual report. Since 
Broadly, these bills may be divided into two classes: the curt 
The bills which provide a penalty for excessive detention of a freight | cheapet 
car, and bills which provide an incentive for the carrier to own and | have n¢ 
maintain an adequate freight car fleet. supply. 
While various factors contribute to freight car shortages, the two Wel 
main causes are, of course, inadequate car ownership, which means | less att 
merely there are not enough freight cars in the country; and the othe | willin 
principal cause is the failure to utilize such equipment as there js } contri 
efficiently. Som 
The Commission believes that the enactment of the two proposals | renting 
which we made would help in reducing the crippling economic impact | believe 
of freight car shortages and we believe that it would encourage the | 4 suffic 
acquisition of a more adequate car supply by these carriers and would | obligat 
also promote the expeditious and free handling and movement of ow 
freight cars. (5 F. 
The freight car supply situation has been serious for a number of | jnsecti 
years. The ownership of such equipment is now, in fact, less than | reason 
it was during World War II despite the fact that the economy of the | lishing 
country has increased a great deal since then. recom} 
As a result, there have been critical shortages almost every year} Ena 
during periods of peak loadings. the eff 
Studies made as for back as 1950 indicate that a total of 1,935,000 | Comm 
freight cars would be required by 1956 to meet the anticipated needsof | car sh 
the shippers. specia 
However, on January 1, 1956, there was an ownership of 1,774,000 The 
cars which included refrigerators and there were widespread short- | its pet 
ages that year. such a 
As of January 1, 1958, the freight car ownership and control of class } to reli 
I railroads totaled 1,824,000 cars, but by June 1 of this year, the | pediti 
ownership and control had declined to 1,776,000. equip! 
I have incorporated in my statement a table which indicates the | each ¢ 
trend in car ownership and control and shows the cars ordered, retired, | If t 
and installed during each year. I will not read these figures, but they | to det 





generally indicate that in most of the years since 1949 the railroads 
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jave installed fewer cars than they have retired and taken out of 
gervice. ‘ 

In some years the number of cars retired has been as many as 36,000 
more than the cars which were installed. 

In one year, however, they installed 34,000 cars more than they re- 

At any rate, the table shows the trend and decline. 
[ stated that, in addition to inadequate car ownership, one of the 
test contributing factors to this unhealthy situation has been the 
Flare of some carriers to utilize the existing fleets of equipment 
dficiently. id aa 

During periods of critical shortage the Commission has resorted to 
every means at its command to cope with the problem. Insofar as 
theshipper and receivers are concerned, greatly stepped-up demurrage 
charges have helped insure prompt loading and unloading, but that 
action offers no solution to the problem that arises during that phase 
of car movement and handling when the equipment is in the hands of 
the carriers. 

Since the earning value of the average freight car greatly exceeds 
thecurrent per diem charge of $2.75, some of the carriers have found it 
cheaper to rent cars than to own them, and these carriers, therefore, 
have no economic incentive to provide their fair share of adequate car 


supply. 

We believe if the advantages of renting equipment could be made 
less attractive during times of car shortage there would be a greater 
willingness on the part of every railroad to make its just and equitable 
contribution to the national car fleet. 

Some time ago the Commission attempted to take the profit out of 
renting equipment by imposing a penalty per diem charge which it 
believed would furnish a pecuniary spur to deficit railroads to acquire 
asuficient number of cars to at least take care of their own loading 
obligations. 

owever, a three-judge district court in Palmer v. United States, 
(75 F. Supp. 63 (1947) ), held that the use of the word “compensation” 
insection 1(14) (a) of the act, which authorizes the Commission to fix 
reasonable compensation for the use of cars, precluded it from estab- 
lishing a per diem charge in excess of any purported reasonable 
recompense to the owner. 

Enactment of any one of these three identical bills would overcome 
the effect of this decision by amending section 1(15) of the Interstate 
Commerce Act so as to authorize the Commission, during periods of 
car shortage or threatened car shortage, to direct the assessment of 
special charges on one or more deficient carriers. 

These charges, payable to the car owners, would be in addition to 
its - diem or other regular charges then in effect, and would be in 
sich amount as in the Commission’s opinion are reasonably calculated 
to relieve the shortage or threatened shortage by promoting the ex- 
peditious movement, distribution, interchange, or return of such 
equipment, and by encouraging adequate ownership of freight cars by 
each carrier. 

If this legislation is enacted, the Commission’s first step would be 
to determine the extent to which railroads, individually and collec- 
tively, are deficient in car ownership. This would involve a com- 
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prehensive study of traffic requirements, including the peak load 
on individual lines. ne 

Separate studies would be necessary for the various types of equi 
ment, such as box, gondola, hopper, flat, refrigerator, stock, or other 
special types of cars. 

Consideration would also be given to the type and flow of traffic 
whether the carrier is predominantly an originating, terminati 
bridge line. mgs oF 

Once the Commission adopts a car ownership formula, it would the, 
be in a position to influence deficit car ownership railroads to INCreagg 
their ownership to the prescribed level within a reasonable time, or 
suffer penalty per diem charges in the event of another car sho 

The second alternative proposal of the Commission, which jg jp. 
plemented by H.R. 6468, would amend section 1(14) (a) of the Inte. 
state Commerce Act so as to require the Commission, in establish; 
the compensation to be paid for the use of any vehicle subject to 
diem charges, based on time or detention as distinguished from 
mileage, to prescribe maximum reasonable compensation for the ny 
thereof as an incentive for construction and maintenance of an adg 
quate supply of such vehicles. 

The Commission would also be required to include, as a factor in 
making such a determination, the earning power or value of the ug 
of such vehicles which is lost by the owners thereof when used or ap- 
propriated by others, 

uls proposed amendment would thus authorize the Commission, 
to fix per diem rates which give due regard to the necessity of pro. 
viding an incentive to every railroad to procure and maintain a suf. 
ficient car supply at all times, a power which the court in Palmery, 
United States, supra, held that it did not have under the present 
provisions of section 1(14). 

Such a provision would be of substantial assistance to the Con- 
mission in alleviating freight car shortages by providing it witha 
means of eliminating the owner’s loss, the user's gain, and providing 
an incentive for increased car ownership. 

The ultimate objective under either of the alternative annual re 
proposals is an overall increase in the total inventory of freight cars. 

H.R. 6551 and H.R. 7925 and the other five incentive bills, which 
I understand are identical measures, would give the Commission an 
alternative in setting the per diem rate as between the elements of 
ownership expense involved in owning and maintaining freight cars, 
including a fair return on value, or of computing the per diem charge 
on the basis of elements reflecting the value of use of freight cars, 
or upon such other basis or combination of bases as in the Commis- 
sion’s judgment will provide just and reasonable compensation to 
freight car owners, contribute to sound car service practices, and 
encourage the acquisition and maintenance of a car supply adequate 
to meet the needs of commerce and the national defense. 

Although these bills would make no change in the Commission's 
emergency powers, they do, in our opinion, embody the ultimate 
objective of the Commission’s recommendation No. 1 of increasing the 
national ownership of freight cars. 

The same long-term result might, therefore, be accomplished under 
any one of them. 
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While we believe that enactment of the penalty per diem proposal, 
gs set forth in H.R. 5938, H.R. 6138, and H.R. 6469, or a combina- 
tion of that proposal and the so-called incentive pet diem proposals, 
asset forth in either H.R. 6468, or in these seven bills, would provide 
the most effective solution to the freight car supply problem, we are 
also of the view that enactment of any of the incentive per diem 
measures alone would be a step in the right direction and would aid 
the Commission substantially in attempting to cope with this problem. 

That completes my statement, Mr. Chairman. I shall be glad to 

to answer any questions. 

(The formal statement of Mr. Tuggle follows:) 


STATEMENT OF KENNETH H. TUGGLE, CHAIRMAN, INTERSTATE COMMERCE 
COMMISSION 


Mr. Chairman, and members of the Transportation and Aeronautics Sub- 
committee, my name is Kenneth H. Tuggle. I am the present Chairman of the 
Interstate Commerce Commission and have served in that capacity since 
January 1 of this year. I am appearing today on the Commission’s behalf 
to testify on the several proposals under consideration to amend the Interstate 
Commerce Act to alleviate freight car shortages. Two of these proposals, 
AR. 5988 and H.R. 6469—and I understand that there is also a third which 
js identical thereto, H.R. 6138—would give effect to the first alternative pro- 

1 in legislative recommendation No. 1 in the Commission’s 72d Annual 
Report. Another bill, H.R. 6468, would give effect to the second alternative 
proposal in that recommendation. 


H.R. 5938, H.R. 6138, AND H.R. 6469 


While many different factors contribute to freight car shortages, the two 
principal causes are inadequate car ownership and failure to utilize existing 
equipment efficiently. The Commission is firmly of the view that enactment 
of H.R. 5938, H.R. 6138, or H.R. 6469 will help materially in reducing the 
crippling economic impact of recurring car shortages. Specifically, we believe 
it will encourage the acquisition of a more adequate car supply by each earrier 
and promote expeditious movement and handling of freight cars. 

The freight car supply situation has been a serious problem for a number of 
years. The ownership of such equipment is, in fact, now less than it was during 
World War II despite the generally expanding economy of the country. As a 
result, critical shortages occur almost every year during periods of peak load- 
ings. Studies made as far back as 1950 indicated that a total of 1,935,500 
freight cars would be required by 1956 to meet the anticipated needs of shippers. 
However, with an ownership of only 1,774,616 cars on January 1, 1956 (including 
railroad-owned or controlled refrigerator cars), widespread shortages occurred 
during that year. As of January 1, 1958, such freight car ownership and control 
of class I railroads totaled 1,824,603 cars, and by June 1, 1959, such ownership 
and control had declined to 1,776,684 cars. The following table indicates the 
trend in such car ownership and control, and in cars ordered, retired, and 
installed during the past 10 years: 


Freight car | Freight cars Freight cars | New freight 
ownership | ordered retired cars installed 


(as of Jan. 1) 
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In view of the recurring critical shortages of freight cars experienced by 
Nation, it is imperative that the ownership of such equipment be increased 
maintained at a level which will meet the needs of the shipping public q 
normal times and provide a reasonably adequate supply during periods 
emergency. 

As I have previously stated, in addition to inadequate car Ownership 
of the greatest contributing factors to this unhealthy situation has linemeaie 
failure of some carriers to utilize the existing fleet of equipment efficiently 
During periods of critical shortages, the Commission has resorted to every 
means at its command to cope with the problem. Insofar as shippers ang re 
ceivers are concerned, greatly stepped up demurrage charges have helped to 
insure prompt loading and unloading. Such action, however, offers no Solution 
to the problem as it arises during that phase of car movement and handling 
when the equipment is in the hands of the carrier. 

Since the earning value of the average freight car greatly exceeds the current 
per diem charge of $2.75, some of the carriers have found it cheaper to rent Cars 
than to own them. These carriers, therefore, have no economic incentive to 
provide their fair share of an adequate car supply. If the advantages of rent. 
ing equipment could be made less attractive during times of car shortages, thers 
would be a greater willingness on the part of every railroad to make its just 
and equitable contribution to the national car fleet. 

Some time ago the Commission attempted to take the profit out of renting 
equipment by imposing a penalty per diem charge which it believed would 
furnish a pecuniary spur to deficit railroads to acquire a sufficient number of 
cars to at least take care of their own loading obligations. However, a three. 
judge district court in Palmer v. United States (75 F. Supp. 63 (1947)) hea 
that the use of the word “compensation” in section 1(14) (a) of the act, whig 
authorizes the Commission to fix reasonable compensation for the use of cars, 
precluded it from establishing a per diem charge in excess of any purported 
reasonable recompense to the owner. 

Enactment of any one of these three identical bills would overcome the effect 
of this decision by amending section 1(15) of the Interstate Commerce Act so 
as to authorize the Commission, during periods of car shortage or theatene 
car shortage, to direct the assessment of special charges on one or more deficient 
carriers. These charges, payable to the car owners, would be in addition to its 
per diem or other regular charges then in effect, and would be in such amount 
as in the Commission’s opinion are reasonably calculated to relieve the shortage 
or threatened shortage by promoting the expeditious movement, distribution, 
interchange, or return of such equipment, and by encouraging adequate owner- 
ship of freight cars by each carrier. 

If this legislation is enacted, the Commission’s first step would be to determine 
the extent to which railroads, individually and collectively, are deficient in car 
ownership. This would involve a comprehensive study of traffic requirements, 
including the peak loadings on individual lines. Separate studies would be neces 
sary for the various types of equipment, such as box, gondola, hopper, flat, 
refrigerator, stock, or other special types of cars. Consideration would also be 
given to the type and flow of traffic and whether the carrier is predominately 
an originating, terminating, or bridge line. 

Once the Commission adopts a car ownership formula, it would then be ina 
position to influence deficit car ownership railroads to increase their ownership 
to the prescribed level within a reasonable time or suffer penalty per diem 
charges in the event of another car shortage. 


H.R. 6468 


The second alternative proposal of the Commission, which is implemented by 
H.R. 6468, would amend section 1(14)(a) of the Interstate Commerce Act 80 
as to require the Commission, in establishing the compensation to be paid for 
the use of any vehicle subject to per diem charges, based on time or detention 
as distinguished from mileage, to prescribe maximum reasonable compensation 
for the use thereof as an incentive for construction and maintenance of a 
adequate supply of such vehicles. 

The Commission would also be required to include, as a factor in making such 
a determination, the earning power or value of the use of such vehicles which 
is lost by the owner thereof when used or appropriated by others. This pro 
posed amendment would thus authorize the Commission to fix per diem rates 
which give due regard to the necessity of providing an incentive to every rail- 























FREIGHT CAR PER DIEM 37 


d to procure and maintain a sufficient car supply at all times, a power which 


oe court in Palmer v. United States, supra, held that it did not have under the 


nt provisions of section 1(14). Such a provision would be of substantial 

tance to the Commission in alleviating freight car shortages by providing 

t with a means of eliminating the owner’s loss, the user’s gain, and providing 

gn incentive for increased car ownership. The ultimate objective under either 

the alternative annual report proposals is an overall increase in the total 
inventory of freight cars. 


pe 6551, H.R. 6789, H.R. 7008, H.R. 7020, H.R. 7130, H.R. 7925, AND H.R. 7937 


HR. 6551 and H.R. 7925, and the other five bills just mentioned, which I 
derstand are identical measures, would give the Commission an alternative in 
getting the per diem rate as between the elements of ownership expense involved 
jn owning and maintaining freight cars, including a fair return on value, or of 
computing the per diem charge on the basis of elements reflecting the value of use 
of freight cars, or upon such other basis or combination of bases as in the 
Commission’s judgment will provide just and reasonable compensation to freight 
ear owners, contribute to sound car service practices, and encourage the acqui- 
sition and maintenance of a car supply adequate to meet the needs of com- 
merce and the national defense. mee. 

Although these bills would make no change in the Commission’s emergency 
powers, they do, in our opinion, embody the ultimate objective of the Commis- 
sion’s Recommendation No. 1 of increasing the national ownership of freight cars. 
The same long-term result might, therefore, be accomplished under any one of 


awhile we believe that enactment of the penalty per diem proposal, as set 
forth in H.R. 5938, H.R. 6138, and H.R. 6469, or a combination of that proposal 
and the so-called incentive per diem proposals, as set forth in either H.R. 6468 
or in these seven bills, would provide the most effective solution to the freight 
car supply problem, we are also of the view that enactment of any of the incentive 
per diem measures, alone, would be a step in the right direction and would aid 
the Commission substantially in attempting to cope with this problem. 

Mr. Frrevet. Mr. Tuggle, I would like to ask one question. 

When was this commission or committee of six railroad presidents 
organized ? 

Mr. Tuceir. It is my understanding that there is an ad hoc commit- 
tee of six members. I am not so sure that they have been appointed 
more than a few months, or perhaps a year. 

However, the AAR has a committee, or, at least, some group within 
its organization, that considers car supply rules, and presumably gives 
the problem attention all the time. 

I might say in regard to the car supply situation that beginning in 
1945 and in every year since then, in the Commission’s report to the 
Congress, we have commented on such shortages as have occurred in 
each year; and for the last 5 years, I believe, we have made specific 
legislative proposals. 

Mir Frrepe.. Getting back to this committee, when are they sup- 
posed to submit their report? 

Mr. Tuceter. I do not know, sir. 

Mr. Frrepe.. Page 7 of your statement raises a question in my mind 
whether this is a differential charge on freight cars. Iam referring to 
the phrase “elements reflecting the value of use of freight cars.” 

Now, would there be a different charge for each type car or the 
same charge for all the freight cars? 

Mr. Tuccrx. There would be a different charge for each type of 
car. 

Mr. Frrepex. Each type of car? 

Mr. Tucctr. Yes. 

Mr. Frrevet. How about the usage ? 
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Mr. Tuceie. That refers, I believe, Mr. Chairman, to the elem 
that go to make up the formula—that we would consider the mae 
of use of a car in fixing the compensation to go to the car owners 

That is one of the elements that would be considered. , 

Mr. Friepex. In other words, there would be a differentia] then! 

Mr. Tuceue. No, it refers more to what the car is worth; what its 
earning capacity 1s. 

Mr. Frieper. Not tothe commodities that it carries? 

Mr. Tucere. No, not necessarily, although there would be a diffe 
ence between different types of cars, as a basic difference, like q . 
frigerator car and a gondola. 

Mr. Frrepet. You have a boxcar that might carry wheat and the 
same boxcar that might carry explosives. 

Mr. Tueatx. Let us refer to the boxcars. 

Mr. Friepet. Would it be the same flat rate for the boxcar, no 
matter what the usage is. : 

Mr. Tuaete. Yes, sir. 

Mr. Friepet. That is your interpretation ? 

Mr. Tucate. Yes, sir. 

Mr. Frrepet. Mr. Staggers. 

Mr. Sraccers. If we were to report out one bill—could that be 
done and embody all the provisions you are talking about with 
amendments ? 

_ Mr, Tucere. There are actually two bills which we are recomment- 
ing. 

Mr. Sraecers. I understand that. 

Mr. Tvuecie. One is the penalty per diem and the other one is an 
incentive bill. We recommend the enactment of both of them, but 
if we cannot get the penalty per diem bill, we would like the incentive 
bill. We have no objection to the enactment of the bill that the 
Senate Committee recommended. 

Mr. Friepet. What two bills—H.R. 6468 and H.R. 6469? 

Mr. Tucere. No, our bills are 5938, 6138, and 6439—all of which 
relate to the penalty per diem. 

Mr. Frieper. Those three bills, then ? 

Mr. Tucetr. Yes. 

Mr. Friepext. Or any one of these three bills? 

Mr. Tuecir. Any one. 

Mr. Friepev. Any one of these three / 

Mr. Tuaerr. Yes. 

Mr. Friepev. In addition to these, what is the other bill you wanted! 

Mr. Tucerr. The other bill which embodies our suggested amend- 
ment is 6468. 

Mr. Frrepvet. That is what I had in mind. 

Mr. Tucerx. But I am not inclined to express any preference for 
it over the other bills which have been introduced by Members of the 
House or the bill which has been reported out favorably by the Senate 
Interstate Commerce Committee. 

Mr. Friepev. But the ones introduced by Mr. Harris, the chairman 
of the committee, are the two bills you want? 

There might be others similar to these, but they are the two bills 
you approve of? , 

Mr. Tucerx. We approve the penalty per diem bill. 
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As I say, I am not in a position to say that our bill, 6468, which 
Mr. Harris introduced by request, is an improvement over the other 
ills which have been introduced. 

Mr. Harris. Would it accomplish the same thing ? 

Mr. Tueeie. Yes, 1 think so. 1 think they would all accomplish 
the same result. 

Mr. Harris. All bills referring to the per diem problem would ac- 
complish the same objective? 

. Tucere. All the incentive bills; yes, sir. 

Mr. Harris. I understood you to say there is a difference between 
the per diem bills and the incentive bills. 

r. Tucate. Well, there is this difference: The per diem bill allows 
the commission to impose a penalty. There is no penalty provided 
in the ones I have classified as incentive bills. 

They go to fixing the compensation of the car owner as an incentive 
{9 increase car ownership and provide for an adequate freight car 
fleet. pasa 

Mr. Harris. H.R. 6468 is your per diem bill, is it not? 

Mr. Tucetx. That is the incentive bill, which does relate to per diem 
charges of course, but I have classified our bills as a penalty bill and 
ag an incentive bill. 

Mr. Harris. H.R. 6469 is your penalty bill. 

Mr. Tueate. That is right; yes, sir. 

Mr. Frrever. Mr. Staggers. 

Mr. Sraccers. You say that in the Senate they do have these two 
provisions incorporated in one bill ? 

Mr. Tucete. No, sir; they did not report our bill as we prepared it. 
They recommended a bill known as 8. 1789, to which we took no 
exception and which we think accomplishes the same thing that our 
incentive bill would accomplish—the same things which the various 
incentive bills introduced by Members of the House would accomplish. 

Mr. Staccers. Of course, we only have these bills here. Then you 
think that the two bills, 6468 and 6469, would accomplish what you 
desire ? 

Mr. Tucetr. Yes, sir. 

Mr. Staccrer. That is all I wanted to know. 

That is all, Mr. Chairman. 

Mr. Frrevet. Mr. Springer? 

Mr. Sprincer. Mr. Tuggle, I have this broad question: Are there 
sufficient freight cars, including all categories—sufficient now, July 
1959, to adequately handle all of the traffic that is needed during the 
year? 

Mr. Tuceir. I want to understand the purpose of your question. It 
is rather hard to answer it as of July 1959 because I don’t have the 
data as to categories with me. 

Mr. Sprincer. Let us take the year 1959. 

Mr. Tuceeie. In our opinion there is a shortage. 

Mr. Sprtncrr. Could you give us a reasonable estimate of what you 
consider the shortage to be ? 

Mr. Tucerr. This is not a scientific opinion, but one that has been 
diseussed—up wards of 200,000 cars. 

Mr. Sprtncer. More than you have at the present time ? 

Mr. Tucetr. Than the fleet at the present time. 
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Mr. Springer. Which is now approximately 1,775,000 cars? 
Mr. Tucetx. That is correct. 
Mr. Sprincer. What you actually need, then, is very close to 9 mil 

lion cars? : 

Mr. Tucci. That would not be excessive. 

Mr. Springer. Two million would not be excessive ? 

Mr. Tucete. That is right. 

Let me interpolate this, Congressman: If every car could be Where 
it is needed at the time it is needed, the fleet probably would be adequate 
with a smaller number, but due to the fact that we have vast distangs 
in this country, there may be a surplus in one part of the country and 
a deficiency in another in the same type of car. 

The practicalities require that there should be some more cars thay 
theoretically would be needed to supply the need. 

Mr. Sprincer. Now, my third question is this: If you had one of 
these bills, the penalty or incentive bill, or combination of both, that 
you believed to be adequate, what do you estimate then the numb 
of cars that should be available in this country for use? Still 2 million! 

Mr. Tucete. Roughly. 

Mr. Sprincer. Then you are assuming that with this 2 million, o 
1,950,000, whichever it 1s—that in addition to having that to do this 
job right, you need this legislation ; am I correct ? 

Mr. Tucetr. It seems evident we cannot approach an adequate level 
of car supply under present conditions and under our authority ag 
it exists now. 

In fact, we are losing ground in the car supply. 

Mr. Sprincer. Therefore, a fair statement would be that even with 
the present supply, if managed efficiently, there are not enough? 

Mr. Tueeie. That is correct. 

Mr. Sprrncer. Is there anything either in your regulations or in the 
law which prevents any railroad from setting any rental price it wants 
on its cars to another railroad ? 

Mr. Tueerr. Yes. 

Mr. Sprincer. Would youstate what that is? 

Mr. Tuccie. These things are accomplished by agreement between 
the railroads. Then the agreement may be submitted to us by a com- 
plaint. In a sense we are the arbitor of it because they are frequently 
in disagreement as to what the per diem charge should be. If the 
railroads cannot agree, we can establish it after a hearing and after 
argument. 

Mr. Sprincer. Do you have the authority to set that rate by law! 

Mr. Tuceie. Yes, except that we are limited by the Palmer case to 
a narrow definition of the word “compensation.” 

Mr. Springer. So, therefore, taking into consideration the law, plus 
interpretation legally, as you understand it, of the court, you cannot 
fix what you believe to bea fair compensation ? 

Mr. Tucerr. That is right. 

Mr. Sprincer. Do you have presently any figures that you believe 
to be approximately correct on the cost of a car per day ? 

Mr. Tucetx. I think the average now is about $9,100. 
Mr. Sprrncer. Fora car? 
Mr. Tucee. For acar. 
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Mr. Sprincer. Now, I come back to this question. My question 
sthis: Do you have any figures on what you consider to be the reason- 
able cost per day now, 1959 ¢ 

Mr. Tuceie. No, sir. 

Mr. Sprincer. 1958? 

Mr. Tuecitx. We have made no study since 1955 or 1956. 

Mr. Sprrncer. Could you give us the figure as it was in 1956 as to 
what you consider was a fair rental Q ; 

Mr. Tucete. In 1956 it was $2.40 per day. The present rental is 
9.75 per day, but it has not yet been approved by the Commission. 

Mr. SprtnceR. On what was that based ? 

Mr. Tucere. That was based on just the barest elements of car 
ownership and including 6 percent interest. 

Mr. Sprincer. Does that include depreciation ? 

Mr. Tueeie. Yes, it includes depreciation. 

Mr. Harris. What period of time? 

Mr. Tuecie. I believe 30 years. I am not positive about that. 

Mr. Frreper. When was that decision reached ? 

Mr. Tueern. I think it went into effect the first of 1957—1956 

rhaps. 

Mr. Sprincer. Assuming the $2.75 figure is fair, that does not 
get at the problem involved in what you are talking about; does it? 

Mr. Tucete. No, sir. 

Mr. Sprincer. This is entirely a separate problem—that is, the 
question of getting the cars where they ought to be at the right time 
sw that they can serve the public? 

Mr. Tucetz. That is a factor of it. 

The last part of the problem you mentioned arises from the fact 
that there is no incentive for some railroads to own cars. We believe, 
and I think it can be justified, that as long as a railroad can rent a 
ear for $2.75 a day, it is not going to build any cars except to take 
care of its own originating shipments. 

The last figure I have heard about the average per day earning 
power of a freight car is around $14 to $15. Obviously when they 
are paying a rental of $2.75 there is quite a spread there for the non- 
owning railroad. 

Mr, Sprincer. Now, you are getting to the meat of this. There 
isa considerable difference between the cost of the car and the earn- 
ing capacity of the car; is there not? 

fr. Tuccte. That is right. 

Mr. Sprincer. That is the difference which you have stated here 
roughly of $2.75 and $14 or $15; is that right? 

r. [ucerzr. That is right. 

Mr, Sprincer. This question is a followup: If the railroad gets a 
car, we will say, from a railroad which is the originator and he keeps 
the ear on his line for 10 days, does he charge the public at the rate 
of $2.75 or at the rate of $14! 

Mr. Tucetr. No, sir. The owner railroad never gets more than 
2.75 a day. That is the originating railroad that owns the car. 

The terminating railroad would begin to impose demurrage charges 
after 2 full days had elapsed for the consignee to unload the car, 
then the demurrage charge at the rate of $4 a day would begin to 
accrue for a period of 4 days. 
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After that demurrage would go to $8 a day. That would all 20 
= the railroad that had the car in its possession, not to the owner of 
the car. 

Mr. Sprrcer. So it, in effect, then, is making a substantial profit 
on holding the car on its own tracks. 

Mr. Friepet. Does it include Saturdays and Sundays? 

Mr. Tucetr. If the 2 days elapse before Saturday, it does, jy 
just one of the days had run, say Friday, then Saturdays and Sundays 
are not counted. 

Mr. Srrincer. I have just these last two questions, Mr. Tuggle; 

If you had the choice—I am talking about you representing th 
Commission—if you had the choice as to which one of these bij) 
you would want, T take it from what you have said you would rathe 
have the penalty bill ? 

Mr. Tuccrx. That is a hard choice. We would like to have then 
both. I wish you would not put it on the basis of take this or take 
that. 

Mr. Sprrncer. Actually, what you do need to do then is both of 
them, you feel? 

Mr. Tucete. That is right. 

Mr. Srrrncer. Is that the official position of the Commission? 

Mr. Tucete. We believe the penalty bill will get results quickly, but 
we believe that in the long run the incentive bill will work out better 
and ultimately get enough freight cars. 

It takes time to build freight cars. Even with the passage of both 
of these bills they are not going to be built tomorrow nor would thers 
be an adequate fleet for several years. 

Mr. Harris. Neither is the shortage going to be alleviated if we pass 
both of these bills. 

Mr. Tucere. That is right. 

Mr. Harris. I have been trying to review paragraph 14(a) of your 
act. What do you interpret that to relate to? 

Mr. Tueetr. This is the section of the act under which we approve 
the per diem proposals of the railroad. 

Mr. Harris. That is the incentive bill you referred to? 

Mr. Tucetr. My answer was that this is the section we operate 
under now when we approve a per diem charge. The incentive bill 
I believe amends that section. 

Mr. Harris. Yes, I noticed that. 

Mr. Tucete. It amends section 1(14) (a). 

Mr. Harris. What I cannot understand is what is the incentive of 
this bill? Why do you say it is an incentive bill? 

Mr. Tucetr. Because the deficit railroads who do not have—are not 
furnishing the bah stem of freight cars they should to help carry 
the commerce of this country would be under the obligation of paying 
the railroads that do provide the cars an adequate compensation for 
the _ of oo car or, if they did not want to pay it, to build the freight 
cars themselves. 


Mr. Harris. What is there about 14(a) that the Commission cannot 
meet this problem ? 


Mr. Tucere. Well, about the fifth line down it says “including the 
compensation.” That is the word that was involved in the Palmer 
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_ The court said that it could not inélude any element which we 
did not include in fixing the $2.40 rate. 

That is the most meager cost of maintaining a freight car, of owning 
a freight car. 

Mr. Harris. In other words, the Palmer case interpreted this to 
mean that you could not charge more than it would cost to maintain 
the cars; is that right? — 

Mr. Tucerr. That is right, plus a return of 6 percent interest on 
the investment. 

Mr. Sprincer. Is that just maintain or build, maintain, and get 6 
percent ¢ ae i 

Mr. Tueete. Well, it is spread out over a period of years. 

Mr. Sprincer. That includes the building ? 

Mr. Tucetr. That is right. It includes depreciation, repairs and 
taxes. 

Mr. Harris. Will $2.75 a day, under the kind of arrangement you 
have, return the total cost of the construction of a car plus mainte- 
nance plus 6 percent interest ? 

Mr. Tuceie. No, sir; not on present reproduction cost. 

Mr. Harris. How can the courts then limit this word “compensa- 
tion” below what that would be? 

Mr. Tucetr. Let me answer it this way: There are many freight 
ears in use which are not new, which are many years old. Perhaps 
a fifth of the freight car fleet is 25 years or more old. They were 
built back when a freight car cost $3,000-—— 

Mr. Harris. What do they cost now ? 

Mr. Tvecir. $9,100, on the average. So in arriving at the per diem 
charge, as I recall, half of the value included is the depreciated value, 
trans very low, and the other half is reproduction cost. 

Mr. Harris. Paragraph 15, it seems to me, sets up such wide lati- 
tude that the Commission can do anything it wants to if the railroads 
disagree, which they certainly do according to ali the information 
Ihave. 

Mr. Tuecite. What that amounts to, Mr. Harris, is that we can 
order cars—direct that cars be diverted from some railroad or some 
part of the country to another railroad or another part, but it goes no 
further than that. 

Mr. Harris. It says here, “On such terms of compensation.” 

Mr. Tueetr. There is the word “compensation” again which the 
court defined in the Palmer case in a restrictive sense. 

Mr, Harris (reading) : 

May after subsequent hearing find to be just and reasonable. 

Mr, Tuceix. The word “compensation” is a barbed wire entangle- 
ment, it seems to me, in view of the Palmer decision. 

Mr. Harris. Thank you, Mr. Chairman. 

Mr. Frievev. I want to ask a few questions here. 

When you mentioned demurrages, do the demurrage charges re- 
ferred to apply to export grain ? 

r. Tuccrr. There are different rules for shipments to ports, 
mostly on grain and coal. 

Mr. Frrepev. Is 15 days allowed ? 


Mr. Tuccie. Seven days is the highest number that I have in mind 
now. 








44 FREIGHT CAR PER DIEM 


Mr. Frrepet. I think the present law is 15 days. 
Mr. Tucete. Yes, some of them run to 15. 


Mr, Frrepex. Will that change? I am speaking about the easter 
coast now. 


Mr. Tucetx. That is something that we fix from time to time, ge. 
pending on the circumstances. ; 

Mr. Frrepet. With reference to demurrage on export grain, is no} 
15 days’ free time allowed, then 15 days at 6 mills per bushel or $1.99 
per day, then the next 30 days at 8 mills per bushel, or $1.60 a day 
and after that 9 mills per bushel or $1.80 per da; : 


? 
Mr. Tucerx. There are changes like that, oa I cannot give them 
from memory. 
Mr. Frrepet. Could you furnish that ? 
Mr. Tuaete. Yes, sir. 
(The information referred to follows :) 


INTERSTATE COMMERCE COMMISSION, 
Washington D.C., July 22, 1959. 
Hon. JoHN BELL WILLIAMS, 
Chairman, Subcommittee on Transportation and Aeronautics, Committee on 
Interstate and Foreign Commerce, House of Representatives, Washington, 
D.C. 


DEAR CHAIRMAN WILLIAMS: During the course of my testimony at the hearing 
before your subcommittee on July 8, 1959, on H.R. 6468, H.R. 6469, and nine 
other bills designed to alleviate freight car shortages, Congressman Friedel asked 
that certain information respecting demurrage rules. on export grain at eastern 
ports be furnished for the record (transcript, p. 75). This is in response to 
Congressman Friedel’s request. 

It should be noted at the outset that the general demurrage rules and charges 
do not usually apply to export grain. For example, Pennsylvania Railroad 
Freight Tariff 1820-Q-ICC-3608, which publishes storage and other charges on 
export grain at Baltimore, Md., provides that demurrage rules and charges wil] 
not be applicable on shipments of bulk grain for export, except when ordered by 
the shipper or consignee to be held in cars or reconsigned for domestic delivery, 

It should also be noted that the free-time storage period applicable to com- 
modities held in cars is uniform among carriers serving the same port, but that 
it varies with the commodities held and with the individual ports. 

Attached hereto, for information, is a photostatic copy of page 11 of the above- 
mentioned tariff showing elevator and other charges made by the Pennsylvania 
Railroad on grain, malt, soybeans, and flaxseed at Canton Elevator, Baltimore, 
It will be noted that these provisions apply whether grain for export is held in 
elevators or in cars. 

Attention is directed to the fact that there is a 15-day free-time period. In the 
ease of grain held in cars this period is computed as shown in item 200 on page 
11 of the mentioned tariff, i.e., grain not unloaded into railroad elevator or boats 
within 72 hours from the first 7 a.m. (excluding Saturdays, Sundays, and holi- 
days) after date of arrival at Baltimore, Md., notice of arrival will be, at the 
expiration of such 3-day period, sent or given to the consignee, and the grain 
will be held in cars without charge for storage at Baltimore for 12 additional 
days from the first 7 a.m. after date of notice of arrival. 

As shown in items 190 and 205 of this tariff, the storage charges, whether held 
in cars or in elevators after the expiration of the free-time period (15 days) 
is 0.06 cent per bushel per day for the first 15-day period; then 0.08 coe 
bushel per day for the next 30-day period; and then 0.09 cent per bushel per 
day for each succeeding day. 

Similar provisions are contained in tariffs of the Western Maryland Railroad 
at Baltimore, and the Pennsylvania Railroad at Philadelphia, Pa., copies of 
each of which are also attached for information. 

If I ean be of any further service in this connection, please advise. 

Sincerely yours, 


KENNETH H. TUGGLE, 
Chairman. 
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PENNSYLVANIA RAILROAD I.C.C. 3608 
TARIFF 1320-Q 


RULE 13 - Cont inued 
The charges named in this Rule are in addition to the rate for transporta- 




















tion. 





STORAGE IN ELEVATORS: Per Bushel 
Except as provided in Note C, for first © 15 days or any a 
part thereof (Notes A and B).. 2... cccecccccccncscecee Secece - No Charge. 
Except as provided in Note C, for first 15 days after 
expiration of free time period the charge per day or any 
SUOUEIOR. CROTON GIES Wihinoc0c0n000000000000eeeeecersessaces - © .06 cent. 
Except as provided in Note C, for the next 30 dgyse the charge . 
per day or any fraction thereof will be......... Cceccccesce - & .08 cent. 
Except as provided in Note C, for each succeeding day the 
charge per day or any part thereof will be....... eccccccee ++-@ .09 cont. 


NOTE A:--Grain, Malt or Soybeans, for export, unloaded into Railroad Ele- 
vators will be entitled to the same free time, and =e in the Same manner 
as if held in cars, a® provided in Item 200 of this e. 

NOTE B:—On domestic traffic, the free time will be computed from the 
first 7:00 A.M. after the date of notice of arrival. 

NOTE C:—-When the quantity of Grain or Soybeans exceeds 110 percent of the 
number of bushels author ized, by permit issued by the Pennsylvania Railroad 
Company, such excess will, upon arrival at Canton Elevator, Baltimore, Md., or 
ata noid point as provided in Item 70S, be subject to a storage charge of 
-16 cent per bushel per day or any part thereof, without any free time allow 
ance. 


STORAGE OF EXPORT GRAIN OR SOYBEANS HELD IN CARS: 

Cars loaded with export Grain or Soybeans will not be delayed subsequent 
to the time of loading and prior to the arrival at Baltimore, M., to avoid 
payment of storage charges as published herein. 

Grain or Soybeans not unloaded into railroad elevators or boats within 72 
hours from the first 7:00 A.M. (excluding Saturdays, Sundays, also the Holidays 
named in Item 130) after date arrival at Baltimore, Md., notice of arrival 
will be, at the expiration of such period, sent or given to consignee, and the 
grain or soybeans will be held in cars without charge for storage at Baltimore, 
Md., for © 12 days from the first 7:00 A.M. after date of notice of arrival. 


STORAGE OF EXPORT GRAIN OR SOYBEANS HELD IN CARS: 
At the expiration of said © 15 days, the grain or soybeans will be subject 
to the same sto rates as named in Item 190, applying on Grain or Soybeans 
stored in railroad elevators or boats. 
Grain or Soybeans, held in cars which is placed in railroad elevators 
before the iration of the free bg period allowed will be entitled to 
the balance the period in railroad elevators or boats, but only one free 
period of € 15 days will be allowed. 

Grain or Soybeans held in cars, which is placed in railroad elevators or 
.| boats after the expiration of the free —- a allowed under Item 200, 

WILL NOT be allowed any free time in railroad elevators or boats. 


next page) 





Per Bushel 
(Except as 
CHEMICAL TREATMENT OF GRAIN, SOYBEANS AND DRIED PEAS FOR noted) 
DESTRUCTION OF WEGVIL... ccccccccccccccccvcccsceseceecess #il cents. 
CLIPPING GRAIN OR SOYBEANS (Except Oats)...........6---+s 3 cents. 
Charges will be based on the weight before service is 
performed, loss of weight, if any, to be charged 
inst owner of Grain or Soybeans. 
CLIPPING OATS......- earccceccescoce ececcece ecsces ceccccce lé cents. 
CUTTING AND DUMPING FROM BAGS OF. GRAIN, SOYBEANS, FLAX- 
SEED OR MALT... weer ecccecccccee eeesccccccccerecesccesose 3 cents. 
Per Bushel 
BAQGGING (actual wel but not in excess of 150 pounds waa 
per bag), sewing or tying, and delivering at Canton a... 
Elevator or Pennsylvania Railroad Baltimore, Md. Piers, 
wen Railroad Baltimore, Md. Piers (Notes C, D 
For coming OF WBGB.cccccccsccceccccccces cecccoccccs eee 8% cents. 
Bags and Twine to be used in sewing or tying of the 


bags to be furnished by the owner. 

NOTE C:--On Grain, bagged at Baltimore, Md. and held awaiting vessels, the 
storage rates, rules and regulations as specified in this rule for bulk Grain 
will be applied. 

NOTE D:--Orders for. bagging service will only be accepted with the under- 
standing that same will be accomplished with as reasonable dispatch as condi- 
tions and the general business of the Pennsylvania Railroad Company will permit. 

NOTE E:--Charge of 84 cents per bushel includes delivery and sewing of 


bags. 


Minimum charge on Dried Peas $28.71 per car. 
t Subject to expiration date in Item 127. 
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PENNSYLVANIA RAILRoaD I.C.C. 3610 


TARIFF _1145-H 
STORAGE RULES AND CHARGES - - Concluded 
RULE 75 - Concluded 


Shipments of lumber and forest products as described in Item 1950, whether 
for lighte: delivery in original carload lote or in mixed carload lots will retains 
the free lig a vileges to points within the free lighterage limits as i fied 
ie mule 5, <oen 8 y are entitled to such free lighterage privileges, on sunt 
Philadelphia, Pa., and will not be subject to reconsignment charge. 















RULE 77 
(Applicable only where specific reference is made to this Rule) 


Free time period will be 5 or on all commodities moving between Philade 
stations or piers, as shown in Station List Publication Company, Agent, Officia Liat’ ot 
Open and Prepay Stations 73, 1.C.C. A-38, on rates on file wit ‘en Interstate Commerce 
Commission, published Ae switching rates, also rates lished in amounts per car 
siwhen the movement is locally over the Pennsylvania Railroad or jointly between the 

Pennsylvania Railroad and Baltimore and Ohio Railroad Company, or Pennsylvania Railroad 
and Reading Company. 












RULE 79 
(Applicable only where specific reference is made to this Rule) 


Free time period will be 5 days on all commodities moving within the City of 
Camden, N.J., on orateneas. rates published in Section 1 of Pennsylvania Mrilroad 
Tariff 1589-G, I.C.c. 








RULE 81 














The freight are to be computed upon the elevator scale weights, subject 
however, to carload minimum weight per tariff of originating carrier, . Javtuil on file 
with the ——— Commerce Commission or State Commissions, which t be s on 
bill of lading in addition to the actual weight of the Grain or Soybenes, covered by 
euch bill of ing. 

Wherever the word “Grain” appears in this rule it will include Flaxseed or Rice, 

No Grain or Soybeans will be received in store until it one been {nepected and 
graded by authorized inspectors, unless by especial ar 

This Company will not receive or store at Girard Point Trane! unsound, us- 
merchantable or "Sample Grade” Grais or » (except as provided in we. Itea 
2080), Grain or Gageanen, from vessels or is or Soybeans, in bags, unless 
special arrangement 

The liability of the Goquten for loss by fire, explosion, heating or weevil shall 
be that of a ware 5 only. 




















a, 
Warehouse receipts will be issued we by the manager of the elevator, at his 
office, upon payment of freight charges, and redeemed only at the same office, 
NOTE :-Exception will be made in the case of “Sample brace" which has been so graded, 
solely because of moisture content. 


ELEVATOR CHARGES (Except for Drying) 




























THE PENNSYL 
VANIA RAIL- 
GIMAmD POINT 
Receiving from cars, weighing and peti in bulk to 
a vheie vessel along side Clevator.........-cessseseeees pweapeansoseces heeses 2 cents, 
G Receiving from cars, weighing and Sliver “in bulk’ to'care.. 352522: ane 2 cents, 
Receiving and weighing from vessels @ 1, Item 2110) 
on which the Pennsylvania Railroad cen subsequently receives 


BW TOA WRGR. ccccccccccccccccncdcdcccnssissbesdesedbscsebeedsccccsccece 2 cents. 


Receiving and we ng from vessels a side elevator only (See 

Note 1, Item 2110) and subsequently delivered to trucks or 

vessles alongside elevator only when the Pennsylvania Railroad 

does not receive & FOil BRUL...... cece c ee creceseeesseseseccseeseess 3 cents. 

Except as —— in Mote 9, Item 2125, storage in elevator for 

ine days or part thereof (See Hotes 3 and 4, Item 2110)....... Mo Charge, 
pat one ee in Mote 9, Item 2125, for the first 15 days 

waeeee expiration of free time period the charge per day or any 

SOUGERGR PUUUEEE GHEE Wiles ccc ccaccpccccensccccssvasceantbcbmecdcccese © 1 Gils 

Except as provided in Note 9, Item 2125; for the next 30 days 

the charge per day or any part thereof will be........scsssessecssses © .08 cont, 

Except as provided in Note Item 2125, for each succeeding 

day the charge per day or any fraction thereof will Wane ssevecseceee ® .08 cent. 















Clipping Otere. rss. -cc csi eceewocsseees 1} cont. 
ome geet ee By mee of any grede...... e 1} cont. 
Cutti of in, sc laxseed or mit.... cents. 


® Subject to expiration date —— E = SHE 
For explanation of other reference aarks, see concluding page of this tariff, 
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PENNSYLVANIA Rarrroap I.C.C. 3610 


TARIFF 1145-H 


RULE 81 (Continued) 


ELEVATOR CWARGES (Except for Drying) Ph ny 


Bagging (actual weight but not ina excess of 150 per bug), 
sewing or tying and delivering at Girard Point Elevator or in 
rail service on piers reached by the Pennsylvania Railroad or 
Belt Line Tracks at Philadelphia, Pa. (See Notes 5, 6, 7 and 
8, Item 2120): 

For sewing of bags...... oeense e ° 8) cents 
De-smutting and Scouring Grain or Soybeans 5) cents 
|Mixing in Btore (see Note 2, Item pla cent 
Mixing, Screening and Blowing ia store when in 


Passing through Disc Separator... ...sesecececcceses anded a 1} cent 
Trimming Care after loading.. ee cesce os $2.89 per car 
Screening and Blowing.........ssss. ° cent 
Turning in Store.. eee ° e cent 


NOTE 1:-It is necessary that open? arrangements for handling in 

this manner be made with the Railroad Company in advance of the 

arrival of the vessel. 

NOTE 2:-Mixing (not through storage bins) at time of delivery to {No additional 
cars or vessels.. orereercecoeres i cha . 
NOTE 3:-Grain, Melt or Soybenas, for export, uo ator will be 
entitled to the same free time, and computed in the same manner as if held in cars, 
as provided in Item 2140. 

NOTE 4:-On domestic traffic the free time will be computed from the first 7:00 A.M. 
after the date of notice of arrival, 


NOTE 5:-Bage and twine to be used in sewing or tying of the bags to be furnished by the 


owner. 

NOTE 6;-Oo Grain bagged at Philadelphia, Pa, and held awaiting vessels, the storage, 
hee sane and regulations as specified in this rule for bulk Grain will 

app ° 

NOTE 7:-Orders for bagging service will only be accepted with the understanding that 
same will be accomplished with as reasonable dispatch as conditions and the 
pace business of the ny will permit. 

NOTE 8:-Charge of 8} cents per bushel includes delivery and sewing of bags. 


A NOTE 9:-When the quantity of Grain or Soybeans exceeds 110 percent of the nusber of 
bushels authorized by permit issued by the Pennsylvania Railroad Company, 
Philadelphia, Pa., iuok eustes will, upon arrival at Girard Point Elevator, 
Philadelphia, Pa. or at a hold int provided in Items 1710, be subject to a 
storage charge of .16 cent per hel per day or any part thereof, without 
any free time allowance. 


STORAGE OF EXPORT GRAIN OR SOYBEANS HELD IN CARS 


(a) Cars loaded with export Grain or Soybeans will not be delayed subsequently 
to the time of loading and prior to arrival at Philadelphia, Pa., to avoid the payment 
of storage charges as published herein. 


(b) Except as provided in Note 9, Item 2125, Grain or Soybeans not unloaded into 
railroad elevators, within 72 hours from the first 7:00 A.M. (exclusive of Saturdays, 
Sundays, also the holidays nased in Item 290), after date of arrival at Philadelphia, 
Pa.. notice of arrival will be at the expiration of such period, be sent or given to 
consignee and the grain or soybeans will be held in cars without charge for storage at 
Philadelphia, Pa.. for 12 days from the first 7:00 A.M. after date of notice of arrivai. 


(c) At the expiration of said 15 days the Grain or Soybeans will be subject to the 
same stora rates as named in item 2080, applying on Grain or Soybeans stored ina 
Railroad Blevators. 


(d) Grain or Soybeans, held in cars, which is placed in reilroad elevators before 
the expiration of the free storage period allowed, will be entitled to the balance of 
the period in railroad elevators, but only one free period of 15 days will be allowed. 


(e) Grain or Soybeans, held in cars, which is placed in Railroad Elevators after 
the expiration of the free a — allowed under Paragraph (b), Item 2140 will 
not be allowed any free time in ilroad Elevators. 


Diubject to expiration date shown in Item 360. 
Tor explanation of other reference sarks, see concluding page of this tariff. 
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WESTERN MARYLAND RaILway I.C.C. 9061 


SUPPLEMENT 21 TO TARIFF 90D 


Tariffs of Increased Rates and 
X- ens SOG A and E212, TEACER (Boin sete) LCC, A176, PSC Ma Anich " 
A-1095, P.8.C. Md. Ls. 1.C.C. A-1131, P.8.C. Md. A-131, and I.C.C. A-1133, P.S.C. Md, A-133, 
lements thereto or successive issues thereof. 


GES, RULES AND REGULATIONS GOVERNING THE HANDLING OF GRAIN, FLax. || 
Tone MD. RICE AND SOYA BEANS AT PORT COVINGTON ELEVATORS (BALTI. | 


| oe | Sun HUNODER AnD TaR? 7 


Rale 1.— 

The following which are in addition to the rates for 

will be made for various services at the Port eeneverter 
al wy mpl 4 provided prior arrangements have 
writing for such 
Rule 6.— 

On bulk grain, flaxseed, malt, rice or soya beans, 

other than for export: 

Receiving from cars, along- 
side elevator only into tor, including de- 
livery in bulk to car or vessels, alo ngside 
elevator only: 


1—Where carriers receive inbound or out- 
pound soll hand. 
¥-ked ene 
or outbound “ic haul (se nat Note)” 
oa flaxseed, malt, rice or soya beans, 
a cop] muEvaTION. 


 heceivi fi barges or vessels into 
mee 600 ve ging mg dlvery in bul to veer, 


——o en receive inbound rail 
haul 


made in 





i it arrangement, the Western 
WA eps ye 


ing page of this supplement. 
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WESTERN MARYLAND RAILway I.C.C. 9061 


SUPPLEMENT 21 TO TARIFF 90D 


CHARGES, RULES AND REGULATIONS GOVERNING THE HANDLING OF GRAIN, FLAX- 


SEED, MALT, RICE AND SOYA BEANS AT PORT COVINGTON ELEVATORS (BALTI- 
MORE), MD.—Continued. - 


Sabject. | RULE NUMBER AND TEXT—Continued. 


|pate 9.— 
a) Rates for of export grain, flaxseed, malt, rice or soya beans 
y beans will not be delayed subsequent to the time of load- 


Labor Day De 
; De Christmas Day . 
ndependence Day 
In the event any of the above ‘Holidays’ occurs on Sunday, the follow- 
Monday will be considered as a holiday. 


(e) At the expiration of said €)fifteen (15) days the grain, 
; Zill be culifort ty the ented etevagp wakes ab 


tors. 
(f]) When delivery of a car cannot be made on account of the inability 
the 2 exporter or steamship line to receive it or because of any 
attributable to the consignee, exporter or steamship line 
cannot be reasonably accommodated on tracks at destinatiqn, or 


j t. 
oe es sieddes flaxseed, — malt, rice or fis 
or serving the port, or as pro 
= 110% of the number of bushels authorized by 
the Western Maryland Railway Company, Baltimore, 
allowed any free storage time. 


Sat Tee refer to Western Maryland Railway Company 
LC.C, 9111, P.8.C, Md. 224 
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Mr. Frmepe.. Mr. Bush. 
Mr. Busn. Mr. Chairman, I want to ask the Commissioner several 
questions. 

In your statement, you referred to the number of cars in 1960 anq 
again in 1956 and again on June 1, 1959, and then you showed th 
decline. 

At present there are 1,776,684 cars. I can see the figures show y 
material decrease, but competition has furnished a lot of factors jy 
there that have caused the net to be not so great; is that true? 

Mr. Tucetx. If there was no competition they would need a 
many more cars than the number now or the number I have indicated 
as being a reasonably adequate fleet. 

Despite the competition they are still moving as much tonnage op 
more tonnage than they moved back in 1950. 

Mr. Busu. They are still showing an increase in cars over 1956? 

Mr. TuceLe. Would yousay that again ? 

Mr. Busu. Your statement shows an increase of cars, freight carg 
over 1956? : 

Mr. Tuaere. It is a net increase of about 2,000 cars. 

Mr. Busn. That being the case, considering the competition that 
they face today, is it not true that they are in better shape than they 
were in 1956? 

Mr. Tucete. No, sir. The figures I have given as to the total own- 
ership assumes all those cars are serviceable cars and are capable of 
being utilized now. 

As a matter of fact, under optimum conditions, about 4 percent of 
the car fleet is always in what is called bad order; they have been taken 
out of service because they need repairs. 

At the present time, the last figure I have seen, the percentage of 
bad-order cars nationwide is about 9 percent. 

In the eastern district it runs over 15 percent. 

So those cars are not in service; the fleet is not as large as the total 
ownership figure would indicate. 

Mr. Bus. Let us admit there is a shortage of cars—and there 
seems to be a strong opinion that there is a shortage of cars—these 
plans that you have suggested through this legislation, how are they 
going to bring about more cars being built ? 

Mr. Tuceix. The deficit railroads that do not now have the cars 
should have to carry their part of the transportation burden. They 
would have a choice of acquiring cars of their own or of paying the 
railroads that did own the cars a sufficient per diem which would make 
it attractive to own cars as an investment. 

Mr. Busu. In other words, what you are advocating here is a 
proposition whereby some railroads which are financially able to pur- 
chase the cars may rent them to industry or to the railroads who are 
not so well financed—and make a profit for those people that own the 
cars; is that what you are advocating? 

Mr. Tucete. It would be a question of whether in their discretion 
as operators of a railroad they would rather own cars or would rather 
pay per diem. 

Mr. Busu. Many of these railroads, as we all know, financially are 
not too strong. What would be your solution for them—rent or 
purchase ? 
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Mr. Tuce.e. It is @ managerial question. It is true that some of 
the carriers, particularly in the east, are not making as much money 
as they should. Some of them at the moment perhaps are not earning 
anything at all. 

ut the last Congress, under the Transportation Act of 1958, set 
yp loan provisions whereby they can borrow money for the purpose 
F sequiring freight cars; and that is one of the things that the 1958 
act was intended to accomplish. 

Mr, Friepev. Is it not true that some of the railroads cannot bor- 
row even under that act ? 

Mr, Tuceitr. We have never turned down a loan. 

Mr. Harris. Have you approved any / 

Mr, Tucetx. Yes, sir. 

Mr. Busu. ‘Then there are certain segments of the industry that are 
building freight cars? 

Mr. Tucete. Yes, sir. I do not want to leave the impression at all 
that a number of railroads do not have what could be regarded as an 
adequate freight car fleet and a number of others are straining them- 
gives to acquire one, but others are not doing as much as they could 
aid should. 

Mr. Busu. I believe you said in answer to Mr. Friedel’s question 
that the committee that has been set up by the industry has only been 
appointed a few months to a year; is that correct ? 

Mr. Tucere. That is my impression. 

Mr. Busu. On page 5 of your statement, the second paragraph, you 
aay: 

If this legislation is enacted, the Commission’s first step would be to deter- 
mine the extent to which railroads, individually and collectively, are deficient 
in car Ownership. This would involve a comprehensive study * * * 

Now, you say the industry has only had its committee set up a short 
while. How long is it going to take you to set up your committee to 
get this study started ¢ 

Mr. Tucete. We would start immediately after Congress gave us 
the authority. 

Mr. Busu. How long would it take you to make the study ? 

Mr. Tuccie. I would guess a year. 

Let me add this: I may be speaking a little out of turn, but it is 
necessary to give a little prod to various segments of industry every 
now and then. 

In addition to owning more freight cars there are other things 
which a number of railroads could do which would improve their 
financial condition and their ability to serve the public. In all proba- 
bility there are some consolidations that would be in the public 
interest. 

Undoubtedly some could combine their facilities in various places— 
their yards, their terminals. 

You may recall that the Congress in 1920, I believe, was going to 
st up a system whereby railroads would get together, and directed the 
Interstate Commerce Commission to work up an overall plan. It was 
not acceptable. 

The position of the railroads was then, “If it was just made volun- 
lary we will get together and work it out ourselves.” Thirty years 
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have elapsed since then. There have been no significant merger appli. 
cations until the last year or so. 

Mr. Busu. There have been some mergers of some of the smaller 
lines. 

Mr. Tucerz. Yes. Sometimes a little prodding is needed to get 
things done. 

Mr. Busu. If the Commission can make a study of this and come 
up with the answer, why cannot the industry itself, which is so welj 
qualified, make a study and come up with a suggested answer or pro. 
posal to the Commission ? 

Mr. Tuceir. Well, they have a committee of six. I am not certain 
of the exact number of railroads in the AAR, but I think it is 199, 
There are perhaps 275 railroads in the American Shortline Railroad 
Association. 

By the time they get them all to agree on something it will be a] 
time off, in my opinion. A number of them are protesting the $2.75 
charge. 

Mr. Busu. That is all, Mr. Chairman. 

Mr. Frreper. Mr. Jarman? 

Mr. Jarman. Mr. Tuggle, would you anticipate that the Commis. 
sion would have much difficulty in adhearing to some of the provisions 
of some of these bills that are before us in reaching the formula for 
compensation ¢ 

You refer to H.R. 6468 on page 6 of your statement. You indicate 
that the Commission would be required to include as a factor in mak- 
ing such compensation or determination the value of use of such 
vehicles which is lost by the owner thereof when used or appropriated 
by others. 

Mr. Tucetx. Yes. 

Mr. Jarman. Would that be a difficult thing to determine, in your 
opinion ? 

Mr. Tucerr. Let me distinguish between use and appropriated, first, 

Of course, the use of the car is legitimate. The law requires that, 

By appropriate, it would be when the nonowner railroad retained 
it for its own purpose beyond any practical time. 

Mr. Harris. Will the gentleman yield there? 

Mr. Jarman. Yes. 

Mr. Harris. Is that considered a rental ? 

Mr. Tueerxr. No, sir; it is considered compensation. 

Mr. Harris. What do you mean by the term “rental”? A moment 
ago you used that term. 

r. Tueetr. Yes. That perhaps was not the best word, although 
it is descriptive. Actually it is a payment of compensation. I do 
not think we can say in a sense it is not a rental because we have an 
owner receiving compensation for the use of the owners’ property ; but, 
actually, it isa matter of compensation. 

Mr. Harris. You have to have an agreement there, do you not? If 
there is a rental ? 

Mr. Tueetz. Yes. The per diem charge must be agreed to. 

Mr. Harris. It seems to me it has been agreed to because the Com- 
mission set it or approved. 

Mr. Tucete. Well, that is an agreement or a ratification. 
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Mr. Harris. I do not interpret it so under this provision here where 

it says if the railroads cannot agree then the Commission shall make 
ion. 
a Tucetr. Actually, the proposal submitted to us was that it be 

40, After protracted hearings and argument, we reached the con- 
dusion that $2.40 was what covered the elements under the Palmer 
case. Since then it has become $2.75, but some of the railroads are 

rotestingthat. = ' 

They had studied it for a long time before it was submitted to us. 
Naturally some of the deficit railroads wanted to get as low per diem 
as possible. They resisted. Maybe in good faith they thought it 

uld be less. 
mat any rate, we approved the $2.40 per pon proposal in 1955, but 
that proceeding has been reopened to consider the $2.75 rate. 

Mr. JanMAN. You were commenting on the determination. 

Mr. Tucci. Let me go back to your question, if I may. Would you 
repeat your question ? 

. JARMAN. I had in mind asking you how much difficulty you 
would anticipate the Commission would have in determining for com- 
pensation the value of the use of such vehicles which is lost by the 
owner thereof when appropriated by others. How complicated a 
matter would it be for the Commission to arrive at the compensation ? 

Mr. Tucetr. There would be a full hearing on the proposal in which 
all members of the industry that wanted to could participate. They 
would put into the record the information from which we could deter- 
mine the per diem. They would have cast studies made and things of 
that kind. We would study them and reach some conclusion on the 
basis of the evidence that was in the record. 

Mr. Jarman. Do you feel that you could arrive at some general rules 
that would apply to most costs of individual car useage in the country ¢ 

Mr. Tucer. Well, as to what would be reasonable compensation for 
the use of the car plus a small, profit, I see no difficulty in arriving at 

‘such a figure beyond the usual studies of finding out the cost of all 
elements and services that are involved. 

Mr. Jarman. It would seem to me in arriving at the compensation 
figure there would be an infinite variety of circumstances that would 
come to bear on a fair compensation to the owner of the car—a particu- 
lar car at a particular place at a particular time of the year. 

My own initial reaction woud be that there would be a lot of com- 
plications involved in arriving at a fair compensation figure. 

Mr. Tucci. I don’t believe we would narrow it down to a par- 
ticular place. I am not sure we would narrow it down to a particular 
season, but it would apply to a particular type of car. 

Let me make this observation: Elements at least as complicated if 
hot more so are involved in determining a just and reasonable rate, 
and after a fashion what we would be doing would be determining 
a rate—actually the charge for the use of the car. 

Mr. Jarman. Mr. Avery in his earlier testimony to the subcom- 
mittee said : 

It is my understanding the increase contemplated as a result of this legislation 
if passed would be an advance of only 25 cents to possibly 75 cents a day per car. 

I conclude from that that the figure arrived at by the Commission 
would be a set figure for most of the cars as is now the $2.75 per diem. 
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Mr. Tueeie. Under the incentive bill; yes, sir. 

Mr. Jarman. It would be a general figure arrived at that would 
cover nearly all cars in the country, then ? 

Mr. Tuaeir. It would cover cars by classes all over the count 

Mr. Jarman. Then as a final comment on that I would think tha if 
the figure were a set figure for a class of car that figure might ye 
well not reflect the value of the use of such vehicles lost by the Owner 
thereof when used or appropriated by others. 

Mr. Tuceie. Of course, we do not know what the record would 
show—what the evidence would show about cost elements—what cop. 
clusions might and should be drawn; we have no idea about it, 

I would hazard a guess that Congressman Avery’s figures were ap- 
proximately correct. That is just my general tentative viewpoint, 

Mr. Frrepet. Thank you, Mr. Tuggle. 

Mr. Harris. I wonder if Commissioner Murphy has anything to 
add ? 

Mr. Murreuy. No, sir; I have nothing to add, Mr. Chairman, 

Mr. Harris. Is the commission unanimous in its opinion and report! 

Mr. Tueate. Yes, sir. 

Mr. Friepet. Thank you. The next witness is our colleague on the 
full committee, the Honorable Walter Rogers of Texas. 


STATEMENT OF HON. WALTER ROGERS, A REPRESENTATIVE 1y 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Rogers of Texas. Mr. Chairman, I do not have a formal state. 
ment except this, and I would ask leave of the chairman to file g 
written statement for the record. 

My personal feeling about this is that this is another situation that 
must be corrected if we are to answer the problem involved. 

In other words, the Supreme Court, I think, in the Palmer case, in- 
terpreted the law incorrectly and I think that what Congress is faced 
with is the same dilemma that we have been faced with in so many 
other instances, where we do not feel that the Supreme Court had 
actually carried out the intent of Congress. 

I will enlarge upon that in my written statement, but I do not want 
to burden the committee at this time. It is late, and I will include all 
these remarks in that written statement. 

Mr. Frieper. Are there any questions? If not, we thank you Mr. 
Rogers. 

Mr. Rocers of Texas. Thank you, Mr. Chairman. 

Mr. Frrepet. The next witness is our colleague from Oregon, the 
Honorable Walter Norblad. Mr. Norblad, we will be glad to hear you, 


STATEMENT OF HON. WALTER NORBLAD, A REPRESENTATIVE I 
CONGRESS FROM THE STATE OF OREGON 


Mr. Norsiap. Mr. Chairman, I appreciate very much this oppor 
tunity afforded me to present my views to your committee in 

of H.R. 5938, which I introduced to alleviate the shortages of railroad 
freight cars during periods of emergency or threatened emergencies 
I also wish to thank the committee for its interest in the serious box- 
car shortage problem and for holding these hearings on this matter 
of such vital importance to our country. 
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Freight car shortages of varying duration and severity have 
ed this country and its shippers for more than a generation. 
The problem is still with us and it threatens to become worse. While 
many different factors contribute to freight car shortages, it can be 
safely stated that the two principal causes are inadequate car owner- 
ship and failure to efiiciently utilize existing equipment. ‘Thirty 
years ago, class I railroads owned and controlled 2,427,026 freight 
ars. Since then the ownership has consistently declined from year 
to year, With very few exceptions, until it reached the comparatively 
low figure of 1,/74,616 cars in January of 1956. According to a 
study revealed by the Interstate Commerce Commission, 1,935,500 
freight cars were needed in 1956. It is obvious, therefore, that the 
existing fleet of 1,707,280 cars as of May 1, 1959, is inadequate to 
meet the present needs of commerce and the national defense. 

Railroad boxcar shortages have had a stifling effect upon the 
economy of the Pacific Northwest and particularly so in western 
Oregon. For many years eastern railroads have failed to maintain 
anadequate supply of boxcars to handle their own needs. Conversely, 
the western railroads have done a much better job. There is no ques- 
tion but that one of the major causes of this serious problem is that 
the eastern railroads consider it cheaper to rent cars than to own them. 
With the earning power of an average freight car being approxi- 
mately $15 per day as against only $2.75 per diem rental charge, the 
temptation is strong on the part of certain railroads, and certainly 
those with little or no car ownership, to appropriate the equipment 
of other companies for their own use. As long as a railroad can ful- 
fill its common carrier responsibility with rented equipment, it has no 
incentive to provide its fair share of an adequate car supply. Under 
the circumstances, it is inevitable that an adequate freight car supply 
will not be acquired. 

Under the bill I proposed, the Interstate Commerce Commission 
would have the authority to impose on one or more carriers when a 
shortage or threatened shortage of freight cars exists, such charges 
in addition to the care hire, car rental, or car per diem charges then in 
existence—applicable to any type of freight car in any section of the 
country during such an emergency, as in the opinion of the Interstate 
Commerce Commission are reasonably calculated to relieve such short- 
ages or threatened shortages by encouraging adequate ownership of 
freight cars by each carrier and by promoting the expeditious move- 
ment, distribution, interchange, or return of freight cars, and the 
additional charges would be paid by the carrier using such cars to the 
owners. 

My proposal would not take away from the railroads their present 
right to enter into per diem agreements. It would merely give the 
Interstate Commerce Commission the right to assess additional charges 
when the Commission finds some railroad falling behind in the car 
ownership and not carrying its fair share of the common burden 
during periods of freight car shortages. If certain railroads of low 
car ownership were required to pay additional per diem charges to the 
point where it became uneconomical to rent a car rather than to own 
one, then those railroads would proceed to acquire additional boxcars 
of their own. 

Western Oregon has been very hard hit because it has experienced 
the greatest car shortages. This is because Oregon originates more 
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than twice as much traffic as it terminates, and also because this 
lumber-producing area is served by only one class I railroad. Qyp 
shippers and related interests have suffered and the economy of oy 
area has been adversely affected. The committee appreciates, I am 
sure, that the economy of Oregon very much depends on the ability of 
our shippers to move their goods. Boxcar shortages have dangerously 
im sived this ability. 
gain I wish to thank the committee for its attention to this problem 

as evidenced by these hearings, and it is my earnest hope that the 
committee will recommend legislation designed to assist in solving the 
boxcar shortage, which is of vital importance both to the economy of 
our Nation and to its national defense. 

Mr. Frrepev. Thank you very much for your appearance and testi- 
mony, Mr. Norblad. 

Mr. Norsiap. Thank you, Mr. Chairman. 

Mr. Frrepet. Gentlemen, we will adjourn now until tomorrow 
morning at 10 o’clock and then we will proceed with the hearings, 

(Thereupon, at 12 noon, the committee was recessed, to reconvene 
at 10 a.m., Thursday, July 9, 1959.) 
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THURSDAY, JULY 9, 1959 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS, OF 
THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 100B, 
George Washington Inn, Hon. John Bell Williams, chairman of the 
subcommittee, presiding. 

Mr. Witi1aMs. Let the committee come to order, please. 

This morning our fist witness is Mr. Harry See, representing the 
Brotherhood of Railroad Trainmen. 

Mr. See, do you have a prepared statement ? 


STATEMENT OF HARRY SEE, NATIONAL LEGISLATIVE REPRE- 
SENTATIVE, BROTHERHOOD OF RAILROAD TRAINMEN, WASH- 
INGTON, D.C. 


Mr. Sez. Yes, Mr. Chairman. 

Mr. Chairman, my name is Harry See. I am the national legis- 
lative representative of the Brotherhood of Railroad Trainmen. 

I am appearing this morning as the representative of the Railway 
Labor Executives’ Association, which is composed of all of the stand- 
ard railroad labor organizations. 

I will give the reporter a list of those organizations. 

(The list referred to follows :) 


American Railway Supervisors’ Association. 

American Train Dispatchers’ Association. 

Brotherhood of Locomotive Engineers. 

Brotherhood of Locomotive Firemen & Enginemen. 

Brotherhood of Maintenance of Way Employees. 

Brotherhood of Railroad Signalmen of America. 

Brotherhood of Railroad Trainmen. 

Brotherhood of Railway Carmen of America. 

Brotherhood of Railway & Steamship Clerks, Freight Handlers, Express & 
Station Employees. 

Brotherhood of Sleeping Car Porters. 

Hotel & Restaurant Employees & Bartenders International Union. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers & Helpers. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen & Oilers. 

International Organization Masters, Mates & Pilots of America. 

National Marine Engineers’ Beneficial Association. 

Order of Railway Conductors & Brakemen. 

Railroad Yardmasters of America. 

Railway Employees’ Department, AFL-CIO. 
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Sheet Metal Workers’ International Association. 
Switchmen’s Union of North America. 
The Order of Railroad Telegraphers. 


Mr. See. I appear on behalf of Mr. Michael Fox because Mr, Fox 
yas unable to be here this morning. I think the committee has amp} 

copies of his statement. Mr. Fox is the vice chairman of the RLRA 
and president of the Railway Employees’ Department, AFL-CIO, 

Mr. Wiu14Ms. I believe you are representing in your testimony to. 
day the Railway Labor Executives’ Association. . 

Mr. See. That is correct. Mr. Fox has suggested that I make a fey 
comments with reference to his prepared statement and that his state. 
ment be printed in the record with the attachments as though he had 
been here and testified himself. 

Mr. Wuu1aMs. If there is no objection, then it will be received, 

(The statement referred to follows:) 


THE RAILROADS’ COLOSSAL BLUNDER—CAUSE OF THE CURRENT FREIGHT AR: 
“ ~ 
SHORTAGE, JUNE 1959 


(By Michael Fox, vice chairman, Railway Labor Executives’ Association, and 
president, Railway Employee's Department, AFL-CIO) 


The railroads of the United States are now facing one of the most critica 
freight car shortages in history. Not even the railroads themselves dispute this 
fact, and their customers—manufacturers and other shippers throughout the 
Nation—are already caught in the squeeze, are complaining loudly, and are being 
forced to turn to other more costly forms of transport to get their goods to. 
market.’ 

Were the loss of this potential business to the railroads the only consideration, 
there are those who would dismiss the problem as a matter of simple retribution 
for the unwise policies of railroad management which are clearly the direct 
cause of the present situation. Unfortunately, however, as railroad labor has 
been warning throughout the months that the present deficiency was developing, 
the current freight car shortage has reached proportions where it can only be- 
described as a national crisis. Already the shortage of cars has caused cut- 
backs in production and layoffs of employees, and threatens to seriously impede 
the economic development of the Nation as a whole. Raw materials and mant- 
factured products hauled, because freight cars are not available, by costlier 
forms of transportation can only mean higher prices to consumers; thus, the 
shortage is contributing directly to further inflation. An even more funda- 
mental concern to the Nation in the present situation is the realization that the 
present freight car fleet would be woefully inadequate to meet national emer- 
gency or defense needs. Clearly, much more is involved here than mere logs 
of income to the railroads because their lack of cars is depriving them of profits 
on traffic they otherwise could capture. 

Railroad freight traffic has held at fairly high levels since the end of World 
War II. American railroads have hauled more than 600 billion revenue ton- 
miles of freight in 9 of the 14 years since 1944 and even in the recession year 


of 1958 they handled over 551 billion revenue ton-miles. Despite high operating: 


levels throughout this period, however, the freight car situation has deteriorated 


steadily, both with respect to the total number of freight cars owned and the: 


number of such cars classified as in need of repairs, or in bad order. On 
January 1, 1945, class I railroads in the United States owned 1,764,109 freight 


cars, of which 50,885, or 2.9 percent, were in bad order. On the first day of 


1959, however, those same railroads owned 1,725,723 freight cars, and 148,015 
of that total, or a postwar high of 8.6 percent, were reported awaiting repairs, 

The seriousness of the freight car shortage is indicated by the fact that 
even during last year’s recession, when traffic levels were much lower than 
today, car shortages developed in the heavy loading periods, reaching a peak 
shortage of 7,495 cars per day in the week ended October 18, 1958. Carloading 


‘See detailed article in the Wall Street Journal of Mar. 16, 1959, which quotes shippers: 
in many different industries. 
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The failure of the railroads to maintain the equipment they have ig gy 
more inexcusable because the carriers are not adding new freight cars at 
rate which is sufficient to replace those which are permanently retireg : 
8 of the 14 years between 1945 and 1958, inclusive, the railroads have por 
manently withdrawn from service more cars than the new freight carg they 
have installed. Over this same postwar period the carriers have permanent) 
retired a total of 846,586 freight cars, but they installed a total of only 799.91 
new ones. 

The proposal which has been made by some railroads to increase the 
diem or daily rental charge on freight cars is only a palliative which wou 
nothing to cure the present ill. What is needed to meet the present Critica} 
situation is a bold new program to increase the freight car fleet and maintain 
it in a serviceable condition. Such a program would call for an immedig 
building up of shop forces in order to reduce the present serious bad-order situa. 
tion as promptly as possible. Although there has been some increase in 
nance-of-equipment employment in the early months of this year, table I gho 
that it has not been sufficient to alter significantly the inexcusably high per: 
centage of cars in bad order. 

In addition to building up their shop forces, the railroads should utilize thei 
shop facilities to integrate car building with the maintenance and repair 
equipment. To accomplish this, they should stabilize employment by budget 
their shopwork on an annual, rather than a monthly, basis. With a little Plan. 
ning of this kind, the freight car shortage could be met at a minimum cost to 
the carriers and could result in the railroads’ recapturing much traffie now 
being lost because of their present lack of sufficient serviceable equipment, 





















TABLE 1.—Number of freight cars owned and percent in bad order, class I railways 
in the United States, 1957-59, by months 

















































ST ST ae ee ee ee ee ee ee ae ee 
Freight Freight | Percent Freight Freight | Percent 

Year and month cars cars in bad Year and month cars cars | in bad 

owned | awaiting} order owned | awaiting | order 

repairs repairs 

1957—January - ---- 1, 707, 683 68, 104 4.0 || 1958—April_...---- 1, 751, 504 | 106,372 61 
February..-.-} 1,711,842 70, 852 4.1 WE kacecocae 1, 751, 355 115, 942 66 
March.-.....- 1, 715, 874 71, 741 4.2 Pascal 1, 749, 244 124, 633 val 
April. ....s-. 1,720,304 | 70, 220 4.1 OG auisins 1, 747,308 | 133,414) 74 
May......... 1,724,401 | 75,317 4.4 August _..._- 1,744,459 | 140,286] 9 
ee 1, 726, 867 77, 784 4.5 September._-| 1,741,016 | 143, 943 &3 
PRG sha a Sacds 1, 730, 472 78, 286 4.5 October... -- 1, 737, 325 145, 692 R4 
August_.....| 1,730, 743 85, 396 4.9 November-_.-.| 1,732,920 | 142,722 &2 
September._-} 1,734, 541 86, 008 5.0 December..-| 1,728,643 | 145,731 &4 
October.._.-- 1, 738, 940 86, 073 4.9 | 
November-_-_-| 1,742, 218 85, 979 4.9 Average...] 1,744,121 | 123,738 al 
December...| 1, 744, 645 87, 933 5.0 ——[S[S ——=—=—= | — 
|} ————_— 1959—January ---.- 1,725,723 | 148,015 Rb 
Average...| 1,727,378 78, 641 4.6 February..--{ 1,724,095 | 153, 431 ag 
———_——[[—S—————S——s |— March..---... 1, 721, 800 157, 870 92 
1958—January - -.-.- 1, 746, 684 89, 893 5.1 BOER «cipeenti 1,717,113 | 150,759 &8 
February_..-| 1, 748, 802 94, 947 5.4 PU maces 1, 707, 280 | 141,020 &3 
March....... 1, 750, 197 101, 282 5.8 Average...| 1,719,202 | 150,219 &7 








Source: Association of American Railroads, Car Service Division, Statement CS-60A, 


TaBLE II.—Average number of employees in maintenance-of-equipment depart- 
ment, class I railways in the United States, 1957-58, by months 


Month 


i | i | a | a | a | | 





JOMUNEY 25.5 -<-55% d 217,876 | 195,586 |} August........... 

February-..-----.- 255,676 | 207,731 195,013 || September_.--..._. 

ES athigdc cera 254, 289 199, 933 | 1 197,731 || October_..........- 

Mei ds. ks 252,227 | 193,992 | 1 200,516 |} November-_...____- 

WR in dtc ches 250,542 | 191,023 | | 203,713 ||} December_-_..-_.-- 

ins hncineeiek 247, 958 IRD, B00 hae duundione |] —_—— 

PE cakecatsansec 246,513 | 189,972 |.........- Annual average..| 246,358 | 196, 504 |.......... 





1 Preliminary figure. 
Source: Interstate Commerce Commission Statement No. M-300. 
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TABLE yl.—Skilled shop employees receiving unemployment insurance benefits, 
1945-58 


Number | Amount Number Amount 
Fiscal of skilled | of bene- Total bene- Fiscal years | of skilled! of bene- | Total bene- 
Fane 30 shopem-/| fits per fits ending June 30 | shopem-/| fits per fits 
ending ; 
ployees | benefi- ployees | benefi- 
ciary ciary 





| 

24,749 | $99. 13 | $2, 453, 368.37 || 1953-54.._._.___| 31,600 | $369.00 |$11, 660, 400. 00 
16,581 | 197.99 | 3, 282,872.19 || 1954-55. | 34,800 | 470.00 | 16, 356,000. 00 
20,469 | 106.83 | 2, 186,703.27 || 1955-56 --| 11,100 | 390.00 | 4,329, 000. 00 
40,390 | 138.50 | 5, 594,015.00 || 1956-57.-____| 25,500 | 334.00 | 8,517, 000.00 
55,660 | 220.00 | 12, 245, 200. 00 42,000 | 583.00 | 24, 486, 000. 00 
9,260 | 120.00 | 1, 111, 200.00 | —_—__— 

23,620 | 100.00 | 2, 362, 000.00 | 99, 671, 158. 83 
27,800 | 183.00 | 5, 087, 400. 00 | 

















gource: Annual reports of the Railroad Retirement Board. 


Mr. Sez. I listened yesterday morning to Chairman Tuggle of the 
Interstate Commerce Commission, the testimony about the number 
of bad-order cars. I refer the committee to table 1 on Mr. Fox’s 
gatement, which lists the bad-order freight cars by months for 1957 
and 1958 and until May of 1959. 

You will note the number of bad-order cars for 1957; the average 
was 4.6 of the total ownership of freight cars. 

You will note that in 1959 the total number of bad-order freight 
ars equals more than or almost double the number for the average 
in 1957 and more than double the number for many months of 1957. 

I would also ask the committee to refer to table 2 attached to Mr. 
Fox’s statement, which shows the decrease in employment of the em- 
ployees in the maintenance of equipment of American class 1 rail- 
rads. You will note that that has decreased considerably. 

Now, if a sufficient number of those employees were put back to 
york to decrease the number of bad-order cars to where it was at 
the beginning of 1957, you would immediately add 75,000 to 80,000 to 
the number of cars available to shippers. It would seem to me that 
that would be the quickest way to get more cars in service because 
ears can be repaired quicker than they can be built new. 

I would like also to call the committee’s attention to the number 
of wrecks that are occurring around the country. There has been 
quite a number of them and every one of them has destroyed 25 to 
30 cars. 

Mr. Witu1ams. Has it been determined, Mr. See, if you know, 
whether bad-order cars or bad equipment was the proximate cause 
of the accident in Georgia ? 

Mr. Sez. No, sir. The official investigation of that wreck is com- 
mencing today in Savannah by the ICC and, I understand, the Geor- 
giacommission. There has been no determination that I know of. 

The last one that the Commission has issued was where they had 
the acid cars, someplace in Alabama or Louisiana, where there were 
Sor 7 employees killed and some 50 civilians other than railroad 
employees injured. 

That was found to be because of a burned-out journal. There was 
me yesterday at Clinchfield, which destroyed a large number of cars 
or bad-ordered a number of cars, and the newspaper accounts indi- 
cates it was also a bad journal. That goes back to the number of 
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employees in the maintenance-of-equipment department of the rail 
roads. ; 

I think that that completes my observation on Mr. Fox’s Statement, 
unless there are some questions. I shall be glad to do my best, tp 
answer them. 

Mr. WituiaMs. Mr. Friedel. 

Mr. Frrepet. Mr. See, is this generally the situation regarding the 
maintenance of cars all over the United States, or just in one section 
with respect to the maintenance of cars and tracks? 

Mr. See. I heard Mr. Tuggle testify yesterday that the bad-order 
cars on the eastern railroads would, in his opinion, average about jj 
percent. I talked to some railroad representatives from western rail. 
roads and theirs average about 4 percent. I remember the testimony 
before the Senate committee from a representative of the Penngyi. 
vania Railroad and at that, time I think theirs averaged about 29 per- 
cent. So I would say that the western cars are in better condition 
than the eastern cars. I know our fellows on the railroads, workin 
in train and yard service, think that the western cars are in bette 
condition than the cars generally owned by the eastern railroads, 

Mr. Frrepet. Thank you. 

That is all, Mr. Chairman. 

Mr. Wituiams, Mr. Springer ? 

Mr. Serincer. Mr. See, I have read Mr, Fox’s statement. It is ay 
excellent statement of his position’and your position. I take it from 
this that you are, in general, supporting the incentive group of bills 
which, as you know from the hearings yesterday, are divided into two 
groups, the penalty group and incentive group. I take it you ar 
supporting the incentive group. 

Mr. See. I would say that the Railway Labor Executives Associa. 
tion have taken no position on the matter of increasing per diem. If 
that will increase the number of available cars for the use of shippers, 
then we are for it. Whether that is a proper way to go about it or 
not, we have taken no position. 

Mr. Sprincer. On any of this legislation officially ? 

Mr. Ser. No, sir. 

Mr. Sprincer. What you are interested in generally, as a general 
statement, is more and safer cars? 

Mr. Ser. That is right. 

Mr. Springer. From having heard the testimony yesterday, would 
you oppose the penalty group? 

Mr. Ser. No; we would not oppose it. 

Mr. Sprincer. I was interested in your table 2 here, pointing ott 
the number of employees in the maintenance, and also table 1, which 
points out the number of freight cars that are in bad order and the 
percentage thereof. Now, this is my question: Have any of the com- 
panies that were building cars, we will say 15 years ago, now gone out 
of the business of building cars, or are all of the same companies that 
were building cars then building cars today ? 

Mr. Ser. You mean railroad-built cars / 

Mr. Sprincer. Yes. 

Mr. Ser. I would not be in a position to say about that. Tf Mr 
Fox were here, he might be, but I don’t know, sir. “ 

Mr. Sprincer. Are all of the companies that were repairing ¢als 
15 years ago still repairing cars today ¢ 


eRESES SS 
Die SH IDS SS O- 


were ab. 
would n 









yut 
ich 
the 
m- 
put 


hat 





FREIGHT CAR PER DIEM 63 






Mr. See. ‘To my own knowledge, I can’t exactly tell you the answer. 
[have heard Mr. Fox and other people, the chief executives of other 
gilroad labor organizations in the RLEA, complain of the railroad 
companies farming out a lot of their repair work. 
ry, Sprincer. That came to our attention last year. 1 just want 
to get that before me to find out whether or not you had actually the 
ame amount of work being done, whether it was being done in the 
or under contract. You are not in a position to give an answer 
tothat # 

Mr. Sze. No, sir. 

Mr. Sprincer. I believe that is all, Mr. Chairman. Thank you. 

Mr. Wouu1aMs. Mr. Bush. 

Mr. Busu. Mr. Chairman, I was late getting here and did not hear 
the testimony. 1 do not have any questions at this time. 

Mr. WruiaMs. Thank you very much, Mr. See. 

Mr. See. Thank you, Mr. Chairman. 

Mr. Witu1aMs. Mr. Jarman. 

Mr. Jarman. I have no questions, Mr. Chairman. 

Mr. Frrepev. I have just one more question. I gather from your 
statement that if they would keep these cars in better condition and 
were able to get as high as 9 percent more freight cars available, you 
vould not take any position on the bills, but you would like to see 
morecars repaired and in good condition ? 

Mr. Sez. We would like to see more cars repaired, Mr. Friedel. 
We believe by repairing the cars they can add to the serviceable fleet 
of cars more quickly than they can by building new ones. In other 
words, if they can reduce the number of cars that are bad order now 
they will have another 75,000 or 80,000 to add to the already existing 
fleet of cars. 

Mr. Frrepet. If they do that, you feel that would help the condi- 
tion ? 

Mr. Sze. It probably would not correct it, but it would help. I 
mmember Mr. ‘Tuggle saying yesterday he felt, the Commission felt, 
that there should be about 2 million cars available to shippers. The 
average for the first 5 months of this year was 1,719,000. 

If you add another 75,000 to 80,000 to that and build it up to 
1,800,000, it is not too far from Mr. Tuggle’s estimate. In other 
words, there would be a lot of cars they would not have to build if 
they would repair the ones they have now. 

Mr, Frreve. Thank you. 

Mr. Busu. Would the gentleman yield ¢ 

Mr. Frrever. I yield, Mr. Bush. 

Mr. Busu. Could you tell us how many of these railroad com- 
panies are now building freight cars and how many cars each is 
building ? 

Mr. Sze. I think I can tell you pretty closely. There are now on 
onder in railroad shops—and this is from the Association of American 
Railroads report for the month of May 1959: at that time there were 
lew cars on order at the end of the month in railroad shops amount- 
ing to 31,409. The total on order was 46,000, which would leave about 
15,000 on order in car building companies. 


= Busu. How many different companies were involved in this 
order ? 
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Mr. See. You mean railroad companies? 

Mr. Busx. Railroad companies. 

Mr. Ser. I don’t know. Looking down over the list, I would gy 
there are about maybe 20 percent. ; 

oe Busu. Is it mostly eastern railroads, or mostly western yj) 
roads ? 

Mr. Seer. I wouldn’t say. I think they are pretty well divided, 
Here is the New York Central with 3,715 on order in their own gh 
They only have very few in outside shops. P. & L.E. is 732, Wabash 
a Pennsylvania with 12,000 in their own shops, about 6,000 oy. 
side. 

Over on the western carriers, Northern Pacific with 1,470 on onde 
Santa Fe with 1,676. The Burlington with 1,350. Southern Paci. 
with 3,468. Union Pacific with 1,158. 

Mr. Busu. Do you know if these companies who manufacture ani 
build these cars have facilities enough to build a greater number of 
cars than are now on order ? 

Mr. See. I would not know about that, sir. 

Mr. Busu. That is all; thank you. 

Mr. Wiuu1aMs. Mr. Friedel. 

Mr. Friepet. [ have no more questions, Mr. Chairman. 

Mr. Sprincer. Mr. Chairman, I have one observation. 

I notice in here you say you would rather be building cars tha 
taking unemployment compensation, Mr. See. 

Mr. See. That is right. 

Mr. Sprincer. May I say, after these hearings last. year, the com. 
mittee approves of that approach. 

Mr. Ser. Maybe part of the money that is being paid in unemploy. 
ment tax could be paid in wages and these men could be put back to 
work and these cars repaired. 

Mr. Busu. How many cars are idle that need repairs which ar 
not in use? 

Mr. Frrepet. Table 2 shows that. 

Mr. See. As at the month of May there were according to the AAR 
reports, 141,020 freight cars awaiting repairs. 

Mr. Busu. That is divided among how many companies? 

Mr. See. All of them. 

Mr. Busu. All the operating companies? 

Mr. Ser. That is the total. I understand that does not include short 
lines, but only the class 1 railroads. 

Mr. Busu. That is all. 

Mr. Witu1aMs. That also does not include cars in operation which 
probably should be in the shop, does it ? 

Mr. Ser. That is correct. 

Mr. Wituiams. Thank you very much, Mr. See. 

Mr. See. Thank you, Mr. Chairman. 

Mr. WuuiaMs. Mr. Harry Breithaupt, attorney for the Association 
of American Railroads. 
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sg(ATEMENT OF HARRY J. BREITHAUPT, GENERAL ATTORNEY, 
ASSOCIATION OF AMERICAN RAILROADS 


Mr. BretrHavrr. I am accompanied by Mr. A. S. Swinbourne, ex- 
wutive assistant, the Car Service Division of the Association of 
jmerican Railroads. | a8 

Jam Harry J. Breithaupt, Jr., general attorney of the Association 
of American Railroads, with headquarters at Washington, D.C. 

My appearance here today on behalf of the Association of Amer- 
ian Railroads is by authority, and at the direction, of its board of 
jirectors, and is, of course, in connection with the subecommittee’s con- 
jderation of a number of pending bills having to do with the au- 
thority of the Interstate Commerce Commission, under applicable 
rovisions of the Interstate Commerce Act, to fix the amounts paid or 
to be paid for the use of freight cars not owned by the carrier using 


em. , 

What these bills deal with generally is the matter of the so-called 

r diem charge paid by one railroad to another for the use by the 
former of a freight car owned by the latter. __ ; 

All of us, surely, are familiar with the practice by which freight 
ars are interchanged among railroads in the interest of through 
transportation of freight, as, for example, in the case of a boxcar 
loaded in the Far West for ultimate delivery on the east coast over 
the lines of a number of connecting railroads. 

It has long been recognized that the owner of a freight car so inter- 
changed should be paid compensation for the use of its car when it is 
off line. 

By far the most common method of effecting compensation to the 
car owner is the payment to it of a per diem charge, or daily rental, 
for the use of the car during the period it is off its home line. 

Ordinarily the per diem charge is fixed by arrangement among the 
railroads themselves under the terms, provisions, and procedures of an 
agreement relating thereto, but the Interstate Commerce Commission 
possesses to some extent an overriding discretionary authority. 

Thus, section 1(14)(a) of the Interstate Commerce Act provides 
that : 


The Commission may, after hearing, on a complaint or upon its own initia- 
tive without complaint, establish reasonable rules, regulations, and practices 
with respect to car service by common carriers by railroad * * * including the 
compensation to be paid and other terms of any contract, agreement, or ar- 
rangement for the use of any locomotive, car, or other vehicle not owned by the 
carrier using it (and whether or not owned by another carrier) * * *. 


Section 1(15) of the act provides further that: 


Whenever the Commission is of opinion that shortage of equipment, congestion 
of traffic, or other emergency requiring immediate action exists in any section 
of the country, the Commission shall have, and it is hereby given, authority, 
either upon complaint or upon its own initiative without complaint, at once, if 
it so orders, without answer or other formal pleading by the interested carrier 
or carriers, and with or without notice, hearing, or the making or filing of a 
report, according as the Commission may determine: * * * 

(b) to make such just and reasonable directions with respect to car service 
without regard to the ownership as between carriers of locomotives, cars, and 
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other vehicles, during such emergency as in its opinion will best Promote 
service in the interest of the public and the commerce of the people, y 
terms of compensation as between the carriers as they may agree u 
the event of their disagreement, as the Commission may afte 
ing find to be just and reasonable * * *. 


PON such 
pon, or, in 
r subsequent heap. 


Each of the bills now being considered would amend, in one wy 
or another, the above-quoted provisions of the Interstate Commer 
Act in such a way as to clothe the Interstate Commerce Commission 
with a new authority to prescribe in certain circumstances charges jy 
addition to the going rate of per diem or to amend the standards} 
which the Commission is guided in the exercise of its present existj 
authority to set the per diem rate. " 

In this connection, it ought to be noted that the use of the wor 
“compensation” in section 1(14) (a) of the present statute has been 
held to preclude the Commission from establishing a per diem cha 
in excess of any purported reasonable recompense to the car owne 
(Palmer v. United States, 75 F. Supp. 63, 1947). 

H.R. 6551, H.R. 6789, H.R. 7008, H.R. 7020, H.R. 7130, ALR. 7995 
and H.R. 7937, the stated purpose of which is “to insure the adequacy 
of the national railroad freight ‘ar supply,” would add at the end of 
section 1(14) (a) of the Interstate Commerce Act a new sentence, read- 
ing as follows: 


In fixing the compensation to be paid for the use of freight cars, the Commis. 
sion shall give consideration to the level of freight car ownership and to other 
factors affecting the adequacy of the national freight car supply and shall, on the 
basis of such consideration, determine whether compensation should be computed 
on the basis of elements of ownership expense involved in owning and maintain. 
ing freight cars, including a fair return on value (which return shall be fixed at 
such level as in the Commission’s judgment will encourage the acquisition and 
maintenance of an adequate freight car fleet), or should be computed on the 
basis of elements reflecting the value of use of freight cars, or upon such other 
basis or combination of bases as in the Commission’s judgment will provide just 
and reasonable compensation to freight car owners, contribute to sound ear. 
service practices, and encourage the acquisition and maintenance of a car supply 
adequate to meet the needs of commerce and the national defense. 


H.R. 6468, with the stated objective of providing “an incentive 
for construction and maintenance of an adequate national supply of 
freight cars,” likewise would add a new sentence to section 1(14) (a) 


° ° y 
in this case as follows: 


The Commission, in establishing the compensation to be paid for the use of 
any such vehicle which is subject to per diem charges, based upon time detention 
as distinguished from mileage, shall prescribe maximum reasonable compen 
sation for the use of such vehicle as an incentive for construction and main 
tenance of an adequate national supply of such vehicles, and shall include asa 
factor in such compensation, the earning power or value of the use of such 
vehicle which is lost by the owner when it is used or appropriated by others. 


H.R. 5938, H.R. 6138, and H.R. 6469, described as measures “to 
aid in alleviating shortages of railroad freight cars during periods of 
emergency or threatened emergency,” would amend section 1(15) of 
the act so as to confer upon the Commission authority— 


* * * to impose on one or more carriers, when a shortage or threatened shortage 
of freight cars exists, such charges (in addition to the car hire, car rental, or 
per diem charges, or mileage rates, then in effect) applicable to any type of 
freight car in any section of the country during such emergency, or threatened 
emergency, as in the opinion of the Commission are reasonably calculated t 
relieve such shortage or threatened shortage by encouraging adequate ownership 
of freight cars by each carrier and by promoting the expeditious movement, 
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pution, interchange, or return of freight cars, and the additional charges 
shall be paid by the carrier using such cars to the owners. 

The extent, if any, to which theré exists a relationship between the 
rel of the per diem charge paid by one railroad for the use of the 
ars owner by another, the acquisition and maintenance of an ade- 
quate national freight car fleet, and promotion of efficient and ex- 

itious use of foreign line cars and their due return to the owning 
roads, has for a long while been a vexatious and controversial problem 
in the railroad industry. Dust 

One only need look at the reaction to legislative proposals advanced 
inthe past to see clearly that there have been substantial differences of 
opinion among railroad companies as to this problem. 

Proposals like all of those now under consideration by your sub- 
committee have been before this committee and before the Senate 
Committee on Interstate and Foreign Commerce a number of times 
in the past, and these measures or their counterparts have been sup- 

a important segments of the membership of the Association 
of American Railroads, but they have also been opposed by other 
important segments of their membership. 

or example, S. 2901, 82d Congress, would have conferred upen the 
Interstate Commerce Commission authority in times of car shortage 
to double the going per diem rate applicable to all railroads alike 
with respect to any specified class or classes of freight cars, and that 
measure Was supported by an unportant segment of the membership 
of the Association of American Railroads, but opposed by another 
important segment of our membership. 

ust 3 years ago, before a subcommittee of the Senate Committee 
on Interstate and Foreign Commerce, one group of important rail- 
roads advanced and supported a proposal—suggested substitute of 
May 9, 1956, for S. 2770, 84th Congress—that would, among other 
things, have given the Commission power in times of car shortage to 
reseribe uniform increased per diem charges for specified classes of 

ight. cars, and also would have effected the amendment contem- 
plated by H.R. 6468, 86th Congress, now before this subcommittee. 

This proposal was opposed by a different group of important 
railroads. 

Only 2 years ago, before a subcommittee of the House Committee 
o Interstate and Foreign Commerce, there was similar disagree- 
ment between groups of railroads on S. 2030, 85th Congress, which 
included the proposal now contained in H.R. 6468, and there was, in 
addition, like disagreement as to a proposal—later embodied in S. 
d217, 85th Congress—with which several of the bills now before this 
subeommittee—H.R. 6551, H.R. 6789, H.R. 7008, H.R. 7020, H.R. 
1130, H.R. 7925, and H.R. 7937—correspond. 

Proposals such as that now contained in H.R. 5938, H.R. 6138, and 
H.R. 6469 have also been before committees of the Congress in prior 
sessions: S. 2770, 84th Congress; S. 942 and H.R. 3626, 85th Congress. 

There has heretofore been general railroad opposition to bills such 
as these, and the Association of American Railroads, by direction of 
its board of directors, has opposed their enactment, although it is 
true that in House hearings during the 1st session of the 85th Con- 
gress the spokesman for a large number of railroads neither opposed 
hor supported H.R. 3626, with which the present H.R. 5938, H.R. 
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6138, and H.R. 6469 are identical, but suggested that there could bes 
better approach to the problem. 

Just last month a mabcensindtsts of the Senate Committee on Inter. 
state and Foreign Commerce held hearings on three bills—S, 179 
S. 1811, and S. 1812—identical, in each case, with one or more of thy 
bills now under consideration by this subcommittee. 

As in the past, the railroads were divided. Some opposed all thy 
approaches ; others favored S. 1789 or S. 1811, but took no position 9, 
S. 1812; one railroad supported all three bills. 

So, I repeat, the subject of per diem charges has for a long whij 
been a vexatious and controversial matter in the railroad industry 
among the railroads. It is a knotty problem. . 

Leaving aside proposals such as that now contained in H.R, 5932 
H.R. 6138, and H.R. 6469, an approach heretofore considered unde. 
sirable by substantially all of the railroads, there has long been gy 
honest difference of view within the industry concerning the relation. 
ship of the level of the per diem rate to alleviation of car shortages 
That difference of view has not yet been resolved and has continued 
to persist. 

The board of directors of the Association of American Railroads 
recognizes, however, the need and the obligation of the railroads to 
compose their differences, if at all possible, and to come forward gs 
an industry with an industry proposal for satisfactory solution of 
the car-supply problem insofar as the resources of the industry per- 
mit satisfactory solution. Steps have been taken to arrive at such an 
agreed solution, and we feel that those steps hold promise of success, 

Our board of directors—made up of 20 chief executives of major 
railroads, regionally representative of all the country’s railroads~ 
has directed the appointment of a committee consisting of 6 of its 
members, 2 from each of the three geographic regions, with the pres. 
ident of the association as chairman ex officio, to bring in a recom- 
mended solution for the problem of achieving an adequate car supply 
for the industry and to consider the per diem rate in its relation 
thereto. 

Such a committee of six members of the AAR board of directors, 
regionally representative and also balanced as well as may be to re 
flect points of view that have in the past been conflicting, has been 
selected and ee That committee, I am given to understand, 
has begun its labors and will proceed with every hope of success tow- 
ard completion of its assignment. That committee, I believe, has 
had two meetings and another, I understand, is scheduled for Friday 
of this week. 

In the meanwhile, and pending the outcome of the committee’s work 
and then industry action upon whatever its report and recommenda 
tion may be, it is our earnest hope that your subcommittee will with- 
hold action on legislation that has for its purpose enlarging the exist- 
ing authority of the Interstate Commerce Chabhatadion to prescribe 
the rate of per diem, or amending the standards by which the Inter- 
state Commerce Commission should should be guided in exercising its 
existing authority to set the per diem rate. 

In conclusion, although it hardly seems necessary to say it, the 
obvious fact is that the diminishing supply of serviceable cars is due 
primarily to the lack of money to finance new purchases and to mail 
tain full-scale repair programs. 
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Among the many factors that account for this lack of money are 
the inadequacy of railroad earnings resulting, in major part, from 
direct and indirect governmental subsides to competing forms of 
ansportation, inequalities of regulation as between railroads and 
their competitors, and continued exaction of the Federal transporta- 
tion excise tax on passenger fares which offers direct inducement to 
diversion of passenger traflic from for-hire common carriage to private 
euriage; the ever-increasing financial burdens pres y the Con- 

through the railroad retirement and unemployment insurance 
gystems upon an already overburdened and tax-ridden industry, and 
the unrealistic policy as to depreciation of railroad plant and equip- 
ment for Federal tax purposes. 

Some of these matters are even now before this and other committees 
of the Congress. 

Revision of depeciation policy for tax purposes with respect to 
railroad plant and equipment in order to take more realistic account 
of obsolescence factors, correct the inadequacy of present depreciation 
allowances or rates based on excessively long estimated lives of de- 
preciable property, afford recognition to the inflated price structure, 
and encourage capital investment in ees and other necessary 
transportation facilities, would provide substantial assistance in deal- 
ing with the car shortage. 

wo proposals, in particular, would encourage the acquisition of 
REE cauipment (a) Legislation providing for the establishment 
of construction reserve funds, and (4) legislation permitting, for tax 
purposes, shorter maximum useful lives of depreciable railroad prop- 


erty. 

We ask that the Congress give early and favorable consideration to 
these proposals. I do not believe that there is presently any pending 
bill on the matter of construction reserve funds, but bills to permit 
shortening of the maximum useful life of depreciable railroad prop- 
erty have been introduced by Congressman Ikard (H.R. 2172), Strat- 
ton (H.R. 7927), and Zelenko (H.R. 7212). 

In any event, we ask that you defer, for this session of the Con- 
gress at least, action on any proposals for change in the status quo of 
the Interstate Commerce Commission’s statutory authority in respect 
to car per diem charges, thus giving the railroad industry itself 
opportunity to pursue to a conclusion its present effort to arrive at an 
agreed solution for the problem of achieving an adequate national 
freight car supply. 

In this regard, one should never lose sight of the fact that car 
shortages operate to the gravest disadvantage of the railroad industry 
itself. There is no group that can have stronger motivation to over- 
come their recurrence than does railroad management. 

There are many perplexities and there are serious difficulties to be 
overcome, but you may be assured that the present effort to solve the 
problem is both genuine and intensive. 

Mr. Chairman, that concludes my direct testimony. 

Mr. Wint1ams. Thank you very much. 

Mr. Friedel. 

Mr. Frieper. Mr. Breithaupt, you have given us a very clear-cut 
statement. I gather you are opposed to any of the bills at the present 
time until this new committee brings in a report ? 
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Mr. BrerrHavrr. We are opposed to present action on those bills | pave be 
As an association, we are opposed to present action on those bills, ‘on 
take no position, nor does the association, at this stage with regard ty ar < 
the merits of the proposals. We simply ask an opportunity—— ad hoc 

Mr. Friepet. Can you tell us when that committee was appointed? Mr. ] 

Mr. Brerruavurr. The appointment of the committee was autho. _ 
ized by the board of directors of the association in April of this you, hearing 
The appointment of the six members of the committee followed | ing, dic 
shortly after that, I believe, in May 1959. . 

Mr. Friepext. You say they have had two meetings ? terstate 

Mr. Brerrnavurt. That is my understanding. I understand aly Mr. § 
that another meeting is scheduled for tomorrow. I believe they in. Mr. | 
tended to meet frequently in an effort to resolve this situation, Sprin, 

Mr. pa Do you have any idea when they might bring in they | state 
report ¢ t 

fr, Brerrnaurr. Mr. Friedel, in the very nature of things, T cap. end 
not make any estimate about that. and re 

Mr. Friepet. Within a year? $2.75 ; t 

Mr. Brerruaver. All that I am asking you now, sir, is to defer Mr. | 
action on these measures for this session of the Congress, at least. (}f Mr. | 
course, the implication is that, if it is possible for this committee to Mr. § 
reach a recommendation or report and recommendation that is accept | bythe: 
able to the industry, it would be within a year. Mr. . 

Mr. Frieper. That is all, Mr. Chairman. Mr. | 

Mr. WiurAMs. Mr. Springer. Mr. . 

Mr. Sprincer. Mr. Breithaupt, do you recall these hearings 8 years a 
ago? Mr. | 

Mr. BrerruAvpt. Two years ago. with 

Mr. Sprincer. Two years ago. Did you testify at that time! Mr. 

Mr. Breirnaurr. I did not. I believe I filed a statement, Mr. state C 
Springer. Mr. . 

Mr. Sprincer. In that statement, do you remember what you said Mr. | 
about this problem at that time? Mr. 

Mr. Brerrnavrt. In general, the statement that I made at that time | Mee? 
was in opposition to the penalty per diem proposal then before the It may 
committee, but. I took no position with respect to the so-called incen- mith t 
tive per diem bills. its ow! 

Mr. Sprincer. At that time, was not the tenor of your statement picture 
that. they could work this problem out ? — 

Mr. Brerrnavurt. That may have been suggested. Mr 

Mr. Sprincer. I think your words in your statement are that the Mr 
railroads could work this problem out. Do you have your statement Mr 
with you? Mr. 

Mr. Brerruavrt. I do not, sir, but I am certain that it carried that oa 
implication. j ee 

Mr. Sprincer. I think it did. In rereading the hearings, that is the aie 
tenor of it; not only yours, but several others. May I say that I think of. 
possibly all you said was in good faith. But 2 years have passed and rt 
nothing actually has been done. Is that not right? res 

Mr. Brerruavrrt. Mr. Springer, this is the first time that the prob- pa 
lem has been approached with the sense of the general situation and I 
determination on the echelon at which it is now approached. Efforts There 





to get the industry together in the past, to the best of my knowledge, 


FREIGHT CAR PER DIEM 71 
have been on a level other than the board of directors of the associa- 


Or. Sprincer. In other words, in the past it has been handled by an 
hoc committee, has it not ¢ 

Mr. BrerrHaurr. But generally by committees of lawyers, sir. 

Mr. SPRINGER. Let me take this a little further. The industry had 

rings before the Interstate Commerce Commission after that hear- 
‘ng, did it not ? 

fr, Brerruaurr. There have been certain hearings before the In- 

te Commerce Commission. 

Mr. Sprincer. And they set a new rate, did they not? 

Mr. Brerrnavurt. The record in these hearings is inaccurate, Mr. 
Springer. The impression was left with you yesterday that the Inter- 
state ienarob Commission had given its stamp of approval to the 

t rate of $2.75. That is not correct. The rate in issue before the 

ission in proceedings not yet terminated involves the justness 
and reasonableness of the rate which preceded the current rate of 
$9.75; to wit : $2.40. 

Mr. Sprrvcer. You are paying at the rate of $2.75 today ? 

Mr. Brerrnavurt. That is correct. 

Mr. Sprincer. That was as a result of an order having been entered 

he Commission ? 

Mr. BrerrHavrrt. No, sir. 

Mr. Sprincer. It is not? 

Mr. Brerruavrr. No, sir. 

Mr. Sprincer. Is that an agreement? 

Mr. Brerruaurt. The rate of $2.75 was arrived at by an agreement 
within the railroad industry. 

Mr. Sprincer. That was after extensive hearings before the Inter- 
state Commerce Commission ? 

Mr. Brerrnavurt. No, sir. 

Mr. Sprincer. It was not? 

Mr. Brerrnaupr. No, sir; the authority of the Interstate Com- 
merce Commission to fix the per diem rate is a permissive authority. 
Itmay be invoked by one who wishes to file a complaint or petition 
with the Commission, or it may be invoked by the Commission upon 
sown initiative. But, in the absence of the Commission entering the 
picture, the matter is simply one for agreement among the car-owning 
railroads. 

Mr. Sprincer. Now, you agreed to that last year; am J correct? 

Mr. Brerrnavurr. The $2.75 rate? 

Mr.Sprincer. Yes. 

Mr. Brerrnaurr. August 1957. 

Mr. Sprincer. Approximately 2 years ago. So, everybody has 
hen existing under that rate at the present time and nothing was 
done actively on this until April of this year. Am I correct? 

Mr. Brerruaurr. Now, what is being done, Mr. Springer, is to study 
the problem of achieving an adequate national freight car supply and 
considering the per diem rate in its relation to that problem. This 
committee of which I spoke is not considering—as a matter of fact, 
% far as I know, it won’t consider at all—what the rate ought to be. 
Itmay go into what the formula ought to be for arriving at a rate. 

re may be other ways of attacking these problems—I am sure 
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you will hear about one or two of them in testimony here today_ 
other than through legislation having to do with the amount of the 
per diem rate. 

Mr. Sprincer. Mr. Breithaupt, that committee was formed in 
1959; am Tright? 

Mr. Brerrnavpt. I think it was set up in May, actually. It wag 
authorized in April. 

Mr. Sprincer. On April 16, 1959, the chairman of this commit 
Mr. Harris, introduced a bill in the House, H.R. 6468. On April 99 
Mr. Metcalf introduced a bill different from this, but quite similar 
Then, subsequent to that, the committee was formed and then a whok 
series of bills was introduced. AsI stating it about right ? 

Mr. Brerruavpt. Yes, sir. 

Mr. Sprincer. What, in effect, did happen was that, due to the 
fact that bills had been introduced getting at this matter either by 
reasonable penalty or by an incentive, this committee was then formed 
and the railroads began to take action ? 

Mr. Brerrnavurt. No, sir; I would not agree to that. 

Mr. Sprincer. Without drawing any conclusions, the statement of 
fact which I made is correct ? 

Mr. Bretrnavrt. As to the chronology ; yes, sir. 

Mr. Sprincer. It is your opinion at this time that, if nothing wer 
done on this, the railroads could arrive at a solution to this matter 
within a year ? 

Mr. Brerrnavurt. Heretofore, Mr. Springer, it has been a very con- 
troversial matter, and I cannot give this committee any assurance that 
the railroad committee will arrive at a solution or recommendation 
that will be acceptable to the majority of the industry, but I can 
assure you that it will make a genuine, intensive, honest effort to do 
so 


April 


Mr. Sprincer. I will make this statement. I have not made a state- 
ment to you, but I think I ought to make it because in my district 
I am faced with this problem off and on depending on how big the 
crops are and what the economy develops into. For about 24 months 
I have been faced with this thing. I have been in Congress since 
1951. The urgency of the situation is such now that I do not think 
that we are going to put this off unless there is some real assurance 
that something is going to be done on this matter. I just make that 
statement to you and [ think it is true so far as I, personally, am 
concerned. 

That is all, Mr. Chairman. 

Mr. Witturams. Mr. Jarman ? 

Mr. Jarman. Mr. Breithaupt, what has been done by the railroads 
on this problem since the hearings 2 years ago ? 

Mr. Bretrnavurt. With regard to the problem of having an ade- 
quate fleet of freight cars, Mr. Jarman? Is that your question! 

Mr. JarmMAN. Yes; the general problem that is before us right now. 

Mr. Brerruaurt. Every effort has been made, Mr. Jarman, within 
the resources of the industry, I feel confident I can assure you, to pro- 
vide an adequate supply of freight cars to the extent that the finan- 
cial condition of the railroads has permitted and to the extent that the 
traffic of the railroads has appeared to require it. There has been an 
effort to expand the fleet or keep it up to par and to maintain at as low 
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q level as possible within the resources of the industry the bad-order 


oir. Jarman. Has there been any group or committee that has been 
meeting or working on the problem that we are discussing in these 
pills since the period of the hearings 2 years ago and the time of 
thenaming of the six-man committee ¢ 

Mr. Brerruaurt. If you are talking solely about the matter of what 
the level of per diem charges ought to be and what the prospect ought 
to be in arriving at those charges, that is in a constant state of study. 
Asa matter of fact, I believe that there is in prospect at the moment a 

roposal that there be some increase in the per diem rate. You prob- 
ably would not consider it a consequential increase, and I do not know 
that it would be approved by those car-owning roads who vote on such 
a matter. 1) eek 

Mr. Jarman. You mean a study by the individual roads, or has 
there been any combined study effort, any group, any committee, that 
has been working on it ¢ 

Mr. Brerrnavrt. There is a committee within the industry charged 
with a continuing responsibility as to the amount of the per diem 
charge, and that matter is studied from time to time. So, that goes 
on all the time. It is not an ad hoc committee, but is a continuing 
one. 

Mr. Jarman. When you testified 2 years ago at the subcommittee 
hearings you indicated that, in your own opinion, the industry would 
work out the problem itself 

Mr. Brerruavurr. That is Mr. Springer’s recollection. I am willing 
to accept his recollection, although I am a little reluctant to say that 
I expressed the view at that time that the matter would be worked 
out. We are talking about the problem of per diem, which is the 
subject matter of the bills before you. 

Mr. Jarman. That is the same position you take today, is it not ? 

Mr, Brerruaurr. I take no position on the merits of these bills, 
Mr. Jarman. 

Mr. Jarman. I understand, but the position you take, as I under- 
stand it, is that you are recommending that this committee withhold 
any action on bills of this sort because you anticipate that. this six- 
man committee and the industry itself will work out a solution in the 
foreseeable future. 

Mr. Bretrnavurr. I have the earnest hope that they will come for- 
ward within a year with a report and recommendation regarding the 
matter of an adequate supply of freight cars which will be acceptable 
tothe industry as a whole. 

Mr. Jarman, Wasn’t that basically about the same position that you 
took at the hearings 2 years ago? 

Mr. Brerrnaver. I am unwilling to deny that I said that 2 years 
ago, because I would have to refresh by recollection, Mr. Jarman, but 
Tam-willing to concede for the purposes of this hearing that I took 
that position 2 years ago. 

Mr. Jarman. I was not on the ‘committee at that time. I am ask- 
ing for information. The thing I had in mind particularly was what 
extra effort or what organized effort has been made by the industry 
totry to solve what has been a long-continued problem. 
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Mr. BrerrHavupr. Until the time of the appointment of this com. 
mittee that is now working? 

Mr. JARMAN. Yes. 

Mr. Bretrnaurpt. Mr. Jarman, there is a constant effort on the 
of railroad management to maintain an adequate supply of cars, ] 
tried to make the point in my statement that there cannot be anyon, 
more gravely affected and adversely affected by a storage of freight 
cars than the railroads themselves. It is not the mere threat of 
legislation of this kind that engenders a feeling on the part of rajj. 
road management that they should have more freight cars. 

Mr. Jarman. The thing that concerns a lot of us in Congress js 
that, after waiting a number of years for the industry to solve this 
problem, itself, with its own committees and its constant studies, its 
particular committees such as this six-man committee, just when do 
we reach a point of trying some other approach? Perhaps we should 
try these bills that confer additional authority on the Interstate 
Commerce Commission, or some other approach that might cop. 
ceivably come up with a more tangible solution than apparently has 
been achieved over the years. 

Mr. Brerruavupt. I have deep appreciation for your concern jp 
that regard. All I can tell you is that, within the industry and 
within the association, we have the feling that there is the most 
serious effort along these lines today. 

Mr. Jarman. Thank you. 

Mr. WituiaMs. Mr. Bush? 

Mr. Busu. Mr. Breithaupt, does the industry get together and work 
out a solution for the per diem rate? 

Mr. Brerrnavurr. Astothe amount of the per diem rate? 

Mr. Busx. That is right; on the present rate. 

Mr. BrerrHaurt. Yes, sir; that is done after study of what the 
recommendation ought to be as to the matter of the per diem rate, 
Eventually it comes to a vote of the car-owning railroads as to whether 
or not they will change the per diem rate or as to what the rate will 
be. Itis by agreement among the railroads. 

Mr. Busu. How long has it been since the $2.75 per diem rate was 
put into effect ? 

Mr. Brerruavurr. Mr. Swinbourne tells me it was August 1957. 

Mr. Busu. What was the rate before that ? 

Mr. Brerrnavrpt. $2.40. 

Mr. Busn. Was that rate worked out by the industry and then ap- 
proved by the Commission ? 

Mr. Brerrnavrt. Yes, sir, although I believe the justness and rea- 
sonableness of that rate for some purpose is still in litigation, How- 
ever, at one time it was approved by the Commission as being a just 
and reasonable, or at least not an unjust and unreasonable, charge. I 
believe that through inadvertence Mr. Tuggle meant the $2.40 rate as 
having been approved by the Commission yesterday when he said that 
the $2.75 rate had been approved by the Commission. 

Mr. Jarman. Will the gentleman yield in that connection? 

Mr. Busu. Yes. 

Mr. Jarman. Am I correct in my understanding that the rate has 
risen since World War IT from approximately $1 per car to the present 
figure of $2.75. 
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Mr. Brerrnavrr. I am going to ask Mr. Swinbourne to answer that. 

Mr. SwinpourNe. That is right. The dollar rate was in effect from 
1990 to 1945. Then it was increased to $1.15, and increases up to $1.75 
have been almost every year. 

Mr. Jarman. Thank you. whe ' 

Mr. Busu. I cannot help but have a strong feeling that the indus- 
try itself is better qualified to look into this matter and come up with 
ysolution than anybody else. Being in the transportation business, 
they want to earn money and they want to get all the cars that they 

ibly can to earn that money with. They do not want to be over- 
¢ocked with cars so that they are sitting around idly when they don’t 
jave use for them and can’t earn any money. But, as I see the situa- 
ton, that is what the railroads are faced with. rk 

r. BrerrHaurr. Mr. Bush, there are two schools of thought within 
the railroad industry as respects the amount of the per diem charge 
nits relation to the number of cars in the freight car fleet. As I say, 
[am in no position to express an opinion one way or the other as to 
whether these bills would have a beneficial or an adverse effect. upon 
the level of the car fleet. You will hear, I am confident, during the 
curse of these hearings, from representatives of those groups of rail- 
roads who feel differently with regard to what the effect of these bills 
would be as to an increased car fleet. 

Mr. Busu. It has been stated here that these bills have some bearing 
on the reasonableness of the incentive program to produce more cars. 
Now, I believe the Chairman of the Commission said yesterday that 
the $2.75 gave the owners of the cars an interest rate of 6 percent plus 
depreciation plus maintenance. Is that your understanding? 

r. BrerrHaurt. Well, the cost of maintenance plus the return of 
6 percent; that is my understanding. That is generally so. 

r. Busu. If that be true, and you get this incentive cost per diem 
higher, these companies that have the facilities and have access to cash 
can be in the business of producing cars for the companies that do not 
have that cash and really make money at it, can they not? 

Mr. Brerrnaurr. I cannot express any opinion about that, Mr. 
Bush. 

Mr. Busn. You know, if they have money available and can earn 
10 percent on it, if the incentive increases, if that is what it is to be, it 
is going to be inviting for someone to furnish that equipment. 

, Dire. cer It may well be, Mr. Bush. I have no opinion as 
tothat, sir. 

Mr. Busu. That is all, Mr. Chairman. 

Mr. Winuiams. Mr. Breithaupt, you represent the Association of 
American Railroads, which in turn is an organization that is made up 
of most, if not all, of the main trunkline railroads of the country. Is 
that correct ? 

Mr. Brerrnaurt. Class I railroads; yes, sir. 

Mr. Wixu1ams. Your association recognizes that there is a very 
serious problem here which requires some type of solution, does it not? 

Mr, Brerruavurr. It does. 

Mr, Wittiams. You have also a very sharp division within your 
= association as to the means of accomplishing that solution, do you 
not ! 


Mr. Brerrnavurr. There has been that historic division; yes, sir. 
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_ Mr. Witt1aMs. That is based to some extent on geographical] lines 
is it not? ; 
Mr. Brerrnavrr. It works out geographically, but the real division 
actually speaking, is between originating railroads 
railroads, which makes it work out geographically. 

Mr. Witi1ams. The AAR has recognized the fact that a problem 
exists for quite a number of years, has it not ? 

Mr. Brerruavrpt. It has, indeed. 

Mr. Wit11AMs. It has also recognized the fact for several years that 
there is a need for some kind of workable solution ? 

Mr. Brerrnavupr. That is correct. 

Mr. Wittiams. Now, it would be to the adv antage of a certain group 
of railroads or to one group of railroads to maintain the status quo in 
this respect, would it not ? 

Mr. Brerrnaurt. There are railroads that believe that insofar as 
this legislation is concerned it would be preferable to maintain the 
status quo; yes, sir. 

Mr. Witxtams. Without respect to any legislation which might be 
before the committee at the moment, do I understand that it would be 
to the advantage of a specific group of railroads to maintain the statys 
quo rather than to change it by increasing a per diem or incentive or 
penalty provision ? 

Mr. Brerrnavurr. Let me speak for the railroad members of our 
association. I don’t think that there is any railroad there which does 
not recognize the existence of a problem which needs solution over the 
long term. There is a division of opinion among the railroads with 
respect to whether or not the solution of the problem lies in the legis. 
lation of the type you are now considering. 

Mr. Wu11aMs. I am trying to find this out. There is one group of 
railroads which is very, very unhappy with the present situation, and 
they want the situation changed because it would be to their advantage 
to change that situation. They feel that they are being penalized. On 
the other hand, there is a group which feels that it is enjoying benefits 
of the present favorable situation to them and, selfishly speaking, 
quite obviously they would not want that change. Is that not correct? 
Don’t you have the two divisions in that sense ? 

Mr. Brrernavrt. The railroad industry is such a closely integrated 
industry that I think it would be érroneous to say that there is any 
major railroad that does not want the situation changed with respect 
to the recurrence of car shortages. 

Mr. Wiuu1aMs. I am speaking now of the per diem situation. Iam 
not speaking of the shortage. Obviously, all of them would want to 
take care of that. But, with respect to the present manner of handling 
the per diem on these freight cars, one group of railroads enjoys an 
advantage from the present law which works as a disadvantage to 
another group, is that not correct ? 

Mr. Brerrnavpt. That is the honest belief of the two schools of rail- 
roads; yes, sir. 

Mr. WituraMs. Of course, both of those railroads are members of 
your organization and it is to your interest to look after the interest 
of both sides? 

Mr. Brerrnavurt. That is right. 


and terminating 








Mr. 
that 
quite 
- 
up to 
i 
hand 


ir 
Mr 


ally t 

Mr 
of ar 
schoc 
gente 
and | 
tion | 

M 


ne 
r 
att 


= 
rs 


agre 


com 
incr 
take 
of 
cilec 
allt 


vast 
ton 


pra 
a 


last 
int 

} 
loa: 
ma 
you 


ha 
to 
Col 
to: 


pr 








eC 


CFs Co KY 


FREIGHT CAR PER DIEM 77 


Mr. Witt1aMs. Without meaning to be overly critical, I am afraid 
that your association may be taking the same line of attack that we 
quite often take in Congress by suggesting that the Congress defer 
any action toward trying to find a solution to this problem and leave it 
up to your association or to the industry. You are continuing an 
advantageous situation for one group of clients while on the other 
hand you are holding out a bit of relief for the other group, and every- 
bodyishappy. Isthat not correct 

Mr. BrerrHaurt. | appear here as a spokesman 

Mr. WituiaMs. That may be a loaded question but is that not gener- 
ally the situation / Cet . 

Mr. Brerruaurr. Let me say this, sir: I appear here at the direction 
of and by authority of our board of directors. Now both of these 
ghools of thought are represented and I might say strongly repre- 
sented on that board. Yet at the direction of that board I come here 
and ask you in behalf of both of those schools of thought to defer ac- 
tion for this session of Congress. 

Mr. Wiit1aMs. I understand you are testifying on behalf of your 
association, and this is not your personal testimony. But does the 
American Association of Railroads take the position that the $2.75 

rdiem rate is a fair and reasonable rate ? 

Mr. Brerrnavurtr. I do not know that the association as such has 
given any consideration to the fairness of the $2.75 rate, but the mem- 
hers of the association are those who arrived at that rate by mutual 
agreement. 

Mr. Wu1aMs. Mr. Breithaupt, you heard the figures read to the 
committee a few minutes ago by Mr. Harry See with respect to the 
increase in the number of so-called bad-order cars which have been 
taken out of operation and the corresponding decrease in the number 
of employees engaged in repairing these cars. How can that be recon- 
ciled with the fact or with your statement that the railroads are doing 
allthat they can to alleviate this shortage ? 

Mr. Brerruaurr. As you must recognize, Mr. Chairman, there is a 
vast difference as between different railroads. The point I have tried 
tomake in my testimony is that certainly a principal reason, if not the 
principal reason, for the situation to which you have alluded is the 
lack of money. ‘There are some railroads that have quite a number of 
so-called bad-order cars; that. is, cars awaiting repair. 

Mr. Wiuuias. Is that in spite of the legislation that was enacted 
last year providing for loans and other forms of relief for the railroads 
intheirfinancial problems? 

Mr. Brerruavrr. All of the railroads are aware of the guaranteed- 
loan provisions of the 1958 act, and a number of applications have been 
made. That is available in some circumstances for purposes such as 
you here suggest. : 

Mr. Witu1ams. I believe in your statement you mentioned another 
handicap which the railroads are experiencing, and that is in respect, 
touse your language, to direct and indirect governmental subsidies to 
competing forms of transportation. I presume that you are referring 
to air passenger transportation ? 

Mr. Brerrnavrr. I am referring, sir, to the mammoth highway 
program, to the airport program, to the airway program, to the inland 
Waterway program, in each case there being an inadequate or, in some 
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cases, no charge for the commercially available publicly provided 
facilities. 

Mr. Witiiams. However, with respect to the highway program, if 
I recall correctly, the taxes on commercial vehicles and carriers wen 
increased to some extent to offset the subsidy benefit, the j . 
subsidy benefit, that might accrue to these carriers from the Passage 
of that legislation, was it not ? 

Mr. Brernavrt. I think the taxes imposed for the commercia] 
use of highways by heavy commercial vehicles operate to reduce the 
subsidy of the highway carriers, that is to reduce the direct subsid 
However, these highways are provided out of the General Tredse, 
and to some extent by the users thereof, and it should be borne in mind 
that they are tax free. That, in itself, is an indirect subsidy, Mr 
Williams. rote 

Mr. Wuiu1aMs. Thank you very much. 

Mr. Staggers? 

Mr. Sraccers. I have no questions. 

Mr. Wituiams. Any further questions ? 

Mr. Jarman. I think the only question I might ask, Mr. Chairman 
is in the executive session of your association was the vote unanimoys 
by your board that you take the position that you are taking before 
the subcommittee ? 

Mr. Brerrnavrt. I do not know, Mr. Jarman. I have read the min. 
utes of that meeting. I don’t believe the minutes reveal the vote, 
T don’t know whether it unanimous or not. 

Mr. Jarman. Thank you. 

Mr. WituraMs. Any further questions? 

Thank you very much. 

Mr. Brerruavurr. Thank you, Mr. Chairman. 

(The following letter was later received from Mr. Breithaupt:) 

ASSOCIATION OF AMERICAN RAILROADS, 
Washington, D.C., July 9, 1959. 


ndireet 


Hon. Jonn BELL WILLIAMS, 

Chairman, Subcommittee on Transportation and Aeronautics, Committee on 
Interstate and Foreign Commerce, House of Representatives, Washington, 
DC. 

DEAR CONGRESSMAN WILLIAMS: During the course of my appearance today 
before the Subcommittee on Transportation and Aeronautics on H.R. 6468 and 
related so-called per diem bills, I stated, in response to a question, that the 
present car per diem rate of $2.75 became effective in August 1957. I now find 
that I erred in making that statement. The present per diem rate of $2.75 be 
came effective January 1, 1957. 

I shall appreciate it if this letter may be made a part of the record of the 
hearings, immediately following my testimony. 

Respectfully yours, 
Harry J. BREITHAUPT, Jr. 


Mr. Wituiams. Mr. Symes. 


STATEMENT OF JAMES M. SYMES, PRESIDENT, THE 
PENNSYLVANIA RAILROAD CO. 


Mr. Symes. I would like, if I may, Mr. Chairman, to present this 
written statement. I think I have everything covered and it will avoid 
a lot of questions. 

Mr. Witu1ams. Do you want to give your statement first, or do you 
want to insert it in the record ? 
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Mr. Symes. I would prefer to give it because I think it is going to 
woid asking a lot of questions. , 

Mr. Wiwu1AMs. Goright ahead, Mr. Symes. 

Mr. Symes. My name is James M. Symes. I am president of the 
Pennsylvania Railroad Co. I have held this position since June 1, 


[have had a total of 43 years of railroad experience, all of which 
has been with the Pennsylvania Railroad, except for a period during 
ghich I was vice president, operation and maintenance, of the Asso- 
ciation of American Railroads. 

During my term of service I have occupied various positions such 
clerk, car tracer, car distributor, freight movement director, super- 
intendent of passenger transportation, chief of freight transportation, 
_— manager, vice president, operations; and executive vice presi- 
ent. 

While I occupied the office of vice president, operations and mainte- 
nance, of the Association of American Railroads, which was nearly 
syears, the car service division was immediately under my jurisdiction. 

During my entire railroad experience I have been closely connected 
with the problems of car supply and car utilization. 

Iam appearing in opposition to the bills which your subcommittee 
hasunder consideration ; namely, H.R. 5938—identical bills H.R. 6138, 
HR. 6469—H.R. 6468, H.R. 6551—identical bills H.R. 6789, H.R. 7008, 
ALR. 7020, H.R. 7130, H.R. 7925, H.R. 7937. 


In addition to my own company, I am also speaking on behalf of 


- the Ann Arbor Railroad Co.; the Baltimore & Ohio Railroad Co.; the 


(Central Railroad Co. of New Jersey ; the Delaware & Hudson Railroad 
.; the Delaware, Lackawanna & Western Railroad Co.; Detroit, 
Toledo & Ironton Railroad Co.; Erie Railroad Co.; Lehigh & New 
England Railroad Co.; Lehigh Valley Railroad Co.; the Long Island 
Railroad Co.; the New York Central Railroad Co.; the New York, 
Chicago, & St. Louis Railroad Co.; Norfolk & Western Railway Co.; 
Pennsylvania-Reading Seashore Lines; the Pittsburgh & Lake Erie 
Railroad Co.; Reading Co.; Seaboard Air Line Railroad Co.; South- 
em Pacific Co.; Texas & New Orleans Railroad Co.; Union Pacific 
Railroad ; and Wabash Railroad Co. 
These railroads own 45 percent of the railroad freight car owner- 
shipin the United States. 

@ Association of American Railroads is appearing at this hear- 
ing in opposition to enactment of these bills at the present time. My 
appearance for my own company and the railroads which I have 
listed, is occasioned by the fact that a small group of other railroads 
isappearing in — of H.R. 6468 and H.R. 6551. 

. WitiaMs. I see you are vice president of the American Asso- 
ciation of Railroads, Is each railroad given an individual vote or do 
the railroads participate in the making of American Association of 
— policy on the basis of the relative size of the railroads them- 

ves 

Mr. Symes. Insofar as freight cars are concerned and per diem and 
matters pertaining to freight cars, it is based on total freight cars. 

Mr. Witt1ams. Total freight car ownership ? 

Mr. Symes. That is right, to the total. 
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Mr. Witx1ams. So that quite obviously the company 
the most freight cars in this respect would exert the m 
in determining policy ? 

Mr. Symes. That is correct. 

Mr. Witu1aMs. Thank you, sir. 

Mr. Symes. In 1958 this small group of railroads which js support 
ing these bills had a rate of return on net investment of 4.06 witha 

In contrast, the railroads for which I appear in opposition had g 
rate of return on net investment of only 2.04 percent in that year 

The rate of return on net investment for all class I railroads in 1958 
was 2.76 percent. 

Similarly, for the 12 months ended May 31, 1959, the group of rail. 
roads supporting these bills had a rate of return on net investment of 
4.41 percent, while the railroads which I represent had a return of 
only 2.84 percent on net investment. 

For the same period all class I railroads had a return on net inyest. 
ment of 3.34 percent. 

I might add that in addition to the railroads I enumerated, I am 
also speaking for the Missouri-Pacific. They talked to me this mom. 
ing about it. 

H.R. 5938, H.R. 6138, and H.R. 6469 would give the Commission 
power to add a penalty charge on top of the existing per diem rate, 

H.R. 6468, H.R. 6551 and other similar bills would give the Com- 
mission power to fix compensation for the car hire by adding factors 
which cannot be considered as properly reflecting the true cost of 
ownership. 

These bills purportedly have as their objectives the providing of an 
incentive for increasing the railroads’ car ownership and the more ex- 
peditious return of cars in times of car shortages. 

I find no fault with these objectives. Indeed, they are the goals of 
the entire railroad industry. 

But I do object to the proposed means of accomplishing these ob- 
jectives. 

The matter of a so-called penalty per diem on freight cars, or grant- 
ing to the Interstate Commerce Commission the power to establish 
per diem rates by using a formula that creates the same result—a per 
diem rate fixed for a regulatory purpose rather than on the basis of 
true ownership cost, is inequitable, impracticable, and could result in 
unwarranted capital expenditures for equipment and additional un- 
necessary transportation expenses. 

In fact, the enactment of any one of these bills would defeat the 
very objective for which it is designed. 

Before I get into detailed discussion to show why what I say is 
true, I want. to give you my idea of a sound formula for freight car 
ownership. 

Each railroad should own a sufficient number of freight cars by 
rarious types to protect the loadings it originates, taking into ac- 
count foreign cars that are available for use in the strict observance 
of car service rules, to which practically all railroads are bound by 
agreement. 

In this latter connection. I have in mind rule 1 of the code of car 
service rules which provides that home cars shall not be used for the 


which owns 
Ost Influence 
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movement of traffic beyond the limits of the home road when the 

yse of other suitable cars is practicable. Additionally, each railroad 

ownership should be sufficient to protect the shortline railroads de- 
ndent upon it for car supply. 

The per diem rate should cover the full cost of ownership, plus a 
abe profit—no more, or no less. 

The ability of the present per diem rate to meet this test is ob- 
viously not. the question here, for the bills propose something to be 
added to the rate, not to reflect ownership costs, but as a device de- 
imed to accomplish a regulatory purpose. 

r. Sprincer. Mr. Symes, if I get your definition correctly, what 
ou are recommending there is the formula which we practically have 
today, $2.75 ? : 

Mr. Symes. It is $2.75. 

_Mr. Sprincer. Is your formula not doing that, as I understand it? 

Mr. Symes. I am not so sure that it is doing it today, but the 
formula provides that you take the depreciated production price of 
the car, which is on the high side, and pay 6 percent interest plus 
car repair, taxes, and everything that goes into it. 

So over and above the cost there is a 6-percent return today. 

As I understand it, the general committee has completed a study 
and I believe is going to recommend to the board that the 2.75 rate 
he increased somewhat, I believe it may be 10 or 15 cents. 

Mr. Sprincer. I believe I understand your point. I wanted to be 
sure I understood it. 

Mr. Symes. Yes. 

In fact, when the Commission prescribed a penalty per diem rate 
in 1947, a three-judge Federal court in the District of Columbia not 
oly struck down the rate as beyond the commission’s statutory 
power, but also observed that it was— 
so completely unrelated to the evil sought to be remedied (a car shortage * * * 
that serious question would arise as to its validity as a regulation. 


[have reference to Palmer v. United States, 75 Federal Supplement 
3 at page 68. 

Also, it should be observed that there are a couple hundred thou- 
sind private cars operating on the railroads of the United States— 
refrigerator cars, stock cars, tank cars, and so on. The owners are 
paid a mileage rate based upon cost of ownership, plus a reasonable 
profit, the same formula. 

If you grant anything beyond that, it would be considered a rebate 
and unlawful, because many of the private lines are owned by ship- 

rs. 

Yet, how can you justify a formula for per diem as between rail- 
roads different than the one used for private car mileage? And that 
isjust what these bills would do, Mr. Chairman. 

0 the extent that they have existed, the car shortages since World 
War II were not the result of an inadequate per diem rate. In fact, 
during this period, the per diem rate has risen from $1 to $2.75 per 
car per day. 

It is because the railroad industry as a whole had not had sufficient 
earnings or adequate credit to acquire a proper number of new cars or 
adequately repair the old ones. 
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Admittedly, car shortages cause misuse of equipment, and yp 
doubtedly certain railroads with an adequate ownership for theiy 
shipper requirements are deprived of the use of cars they own ; 

Regardless of this unsatisfactory situation, we should not fool our 
selves into thinking that incentive for car ownership should or would 
come from an unduly high per diem rate, either through a penal 
charge as proposed in H.R. 5938, 6138, and 6469, or through the gp. 
called elements of compensation proposed in the other bills to which 
reference has been made. 

The only sound incentive for an adequate freight car ownership 
on the part of individual railroads is protection of customer require. 
ments, attraction of new industry for future growth, and prevention 
of other modes of transport obtaining their business because of cap 
shortages. 

In short, the incentives have to do with revenues from traffic hap. 
dled and not from an artificial per diem rate. 

I am firmly of the opinion that while Imadequate compensation mg 
deter acquisition of new cars, more than adequate compensation js 
no incentive to such acquisition. 

I would like to cite the Pennsylvania Railroad as an example of 
what I am talking about. We have just concluded arrangements for 
the acquisition of 23,500 freight cars. The cost is $215 million, 
Financing has been through conditional sales arrangements or leas. 
ing—mostly the latter. 

Mr. Witi1ams. What does that make each car cost? 

Mr. Symes. Around $10,000. Some of them are $8,500 to $11,000, 

Mr. Busu. Is that leasing for a certain period of time, or during 
the life of the car? 

Mr. Symes. The leases will vary. Most of them are 20 years. At 
the end of 20 years we can continue to lease and then pay on the scrap 
value of that car, the rental based on that. 

So we do have an additional 10, but the lease is generally for 20 
years. 

The order will be completed within a year—in fact, we hope not 
later than February of next year. 

Five thousand eight hundred and one of these cars have already been 
received and are in use. It is the largest car program, both with 
respect to quantity and cost, that has ever been undertaken by any 
railroad in such a short period of time. 

On top of this we will spend over $50 million in maintenance of 
freight cars this year. The incentive that I have outlined determined 
our thinking in going forward with this program—not per diem. 

Actually, I believe that with these additional cars in our ownership 
we will be a credit road on per diem, and, selfishly, I should be support- 
ing a higher per diem rate. However, I am so convinced that any rate 
beyond true cost of ownership, including a reasonable profit, would be 
so disastrous to the entire industry that I am perfectly satisfied to 
sacrifice additional car hire payments that would accrue to the Penn- 
sylvania because of a higher than cost of ownership per diem rate. 

I should add that in the past 10 years, during which the Pennsyl- 
vania has been a per diem debit road, we have adhered to and supported 
the increases which were made in the per diem charges because we 
believed they represented the cost of freight car ownership, even 














FREIGHT CAR PER DIEM 83 


though it would have been to our selfish interest to have opposed such 
creases. 

"T will now tell you why I believe the proposed bills to be inequitable. 

[et us take the cars that are moving from southern coal fields to Lake 

Erie ports for transshipment to destination. That is the Pocahontas 

Lines, L. & N., and so on. : 

Millions of tons of coal move via these routes. In order to protect 
marketing requirements, the railroads grant 5 days free time on the 
ears held under load at the ports. 

Because of this arrangement the existing per diem rate eats up most 
of the profit of some of the lines dumping coal at these ports. That 
includes our line. — 

If you place a higher per diem charge on these cars, then I can assure 

ou that, insofar as the Pennsylvania Railroad is concerned, we will 
beafter a substantial increase in the divisions of the rates from these 
guithern lines, which are already too low, or discourage the movement 
of coal through Lake Erie ports which originates on foreign lines. 

We cannot afford to do it. The profit is so small today that the 

r diem is eating it up and we could not take any more on those cars. 

The same is true with respect to coal at tidewater ports. There it 
is7 days. It also involves grain and other export traffic at Atlantic 

rts. 

Such traffic originating on a western road moves to Baltimore, 
Philadelphia, or New York. Again because of marketing conditions, 
12 days’ free time is allowed at these ports on grain, with an addi- 
tional 3 days for inspection. 

On general cargo for export 7 days’ free time is allowed. 

Do you think the Pennsylvania should be required to pay a high 

r diem rate on these western cars when we are helpless in having 
them released and returned to the owners ? 

I might say right now that Philadelphia has been on strike all 
week, the whole port, and they have all these cars, export grain and 
everything else. We are helpless; we cannot doathing. We cannot 
send the cars back to where they originated and say we are sorry we 
cannot unload them. 

One of two things would happen here. We would demand sub- 
stantial increases in divisions to compensate us for this extra per diem 
charge or we would embargo these ports for export traffic moving in 
foreign line equipment. 

It is inherent im the nature of the joint service offered by all of 
the carriers that the time consumed in termination will be greater 
than time consumed on the origin and intermediate roads. These 
privileges induce the shipper to ship over a particular route of move- 
ment, and the benefits of these terminal provisions mutually accrue 
to each carrier participating in the movement. 

To assess upon the terminating line a charge in excess of the fair 
ownership cost of these cars would be to unjustly charge the terminal 
line a penalty for conditions which are essentially beyond its control, 
and are due to the fact that the origin line has given it a shipment 
which is subject to detention and delay despite the most diligent 
efforts of the terminating carrier. 

_In such a situation it is not the terminating line’s fleet which is 
inadequate if the origin line has a shortage while cars are backed up 








84 


FREIGHT CAR PER DIEM 


at the port awaiting ships. It is the origin line which has insufficient 
cars to take care of the transportation needs of its shippers and thi 
is true irrespective of whether or not the origin line shows an ann ‘ 
credit in its per diem account. = 
_ Also, inequities would result from the application of the proposed 
inflated per diem charges in instances where car service orders y ui 
the return of equipment empty to the owning line, N. & W., ¢ y 0 
and soon. For example, again referring to the movement of coal in 
the lakes, the originating roads send off line far more cars than they 
receive. To protect their car supply there is an outstanding car 
service division order, known as C-411. 

This order provides that the coal cars of these roads must be re. 
turned empty when released on another road, and not permitted to 
be used except under a few special conditions. 

Would it be fair to have an order prohibiting the use of a car, and 
requiring that it move to the owner empty, and then also increase the 
established per diem charge to the railroad thus required to move it 
empty ? 

The same is true with respect to boxcars moving to western roads 
from eastern roads, where it is common practice for the eastern lines 
to receive orders to send literally trainloads of boxcars to the West 
empty to meet their grain-loading and other requirements. 

As an example, right now we have orders from the car service 
division to send boxcars to the Atlantic Coast Line, to the Potomac 
yard here, 10 aday. We have orders to send 10 a day to the N. & W, 
at Cincinnati because they are short of 50-foot cars down there, 

Twenty-five service cars a day of Canadian and our own owner. 
ship for bridge movement for grain loading. Seventy-five a day to 
Milwaukee for bridge movement to the Northern Pacific for grain 
loading. Twenty-five to the Soo Line at Chicago for the same pur- 
pose. 

So we are getting these orders directing us to move them empty for 
grain movement, all the time, and other movements. 

Many of these western cars come to the Pennsylvania Railroad at 
Potomac yard here in Washington and terminate along the eastern 
seaboard. 

Then we are not permitted to load the cars, but must return them 
empty to the Chicago, or some other western gateway point, and pay 
the regular per diem charge while they are on our line. Surely that 
per diem charge should not be increased, when, as a matter of equity, 
we should be paid for moving the car empty in long haul in view of 
the short haul we receive in the loaded movement. 

You can go on and on citing inequities that would happen all over 
the country with a per diem rate higher than the true cost of owner- 
ship. 

I testified regarding these inequities that would result from the en- 
actment of any one of these bills in my appearance before a subcom- 
mittee of the Senate Interstate and Foreign Commerce Committee, 
which was considering identical bills, at a hearing on June 9, 1959. 
In its report, dated June 29, 1959, the Senate committee commented 
on this testimony to the effect that terminating railroads would not 
be penalized by higher per diem charges resulting from delays for 
which they are not responsible because such charges would be offset, 
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and in some instances more than offset, by higher demurrage charges 
which accrue to the terminating lines. 

With all due respect to the Senators who submitted this report, 
may I point out that the Pennsylvania Railroad’s yearly net debits 
on account of freight car per diem, under the rates as have existed, 
far exceed the amounts of its yearly revenues from demurrage. In 
1958 our net per diem debit for freight cars was seven times as much 
asthe demurrage we collected. 

The Senate committee failed to take into account how demurrage 
applies. On grain cars, to which I have referred, there is 15 days 
free time. After that there is a storage charge in lieu of demurrage 
for grain held in cars which is considerably less than half of the per 
diem rate. 

In contrast, the full per diem rate applies during the entire period, 
including the 15 days, for which no charge against the shipper is 
ap lied. : ‘ ; fitnig 

he Senators also ignored the amount of free time which is ac- 
corded to coal to the lakes and to the tidewater ports and to export 
traffic generally. Because of free time and average agreements with 
the shippers, there is little, if any, demurrage on lake and tidewater 
coal. 

Even under ordinary demurrage where there is 2 days of free time, 
with some additional free time on account of Saturdays and Sundays, 
there are average agreements between the railroads and the shippers 
which materially reduce the charges. 

The Senate committee report, which favored a bill identical to 
HR. 6551, also suggested that the inequities to which I refer could 
beovercome by a so-called per diem reclaim under which— 

a line haul carrier bears all or part of the per diem charges which otherwise 
would be borne by a short-haul terminating railroad. 

The short haul terminating railroads own no equipment and if the 
committee’s reasoning is meant to apply to line haul terminating car- 
riers, such as the Pennsylvania, it displays an inconsistency of think- 
ing, for the application of a reclaim would defeat the very objective 
which the proposed legislation purports to accomplish, namely, higher 
per diem as an incentive for car acquisition. 

The Senate committee further suggested, as a means of protecting 
against inequities, the application of a so-called average per diem 
plan, effective in the middle thirties, under which boxcar owners ac- 
cepted substantially less than the established per diem charges, on an 
average related to more normal conditions, in the interest of more 
diicient transportation, and in an effort to avoid excessive empty 
car movements. 

This suggestion is completely unrealistic in view of the opposition 
to the average per diem plan by the very railroads which are sup- 
porting the proposed legislation. 

¢ fundamental objection to a per diem rate in excess of the true 
cost of ownership is that it would add substantially to transportation 
costs because of increasing empty-car mileage. The so-called per diem 
urge—and the per diem urge is a common term in railroad language, 
to get rid of that car before midnight—the so-called per diem urge 
would cause railroads to send foreign cars home in order to save per 
diem payments, and at the same time send their own cars off line to 
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earn per diem. This practice would definitely increase empty-car 
mileage and add to any existing car shortage. ‘The best way to obtain 
maximum use of freight cars is to increase loaded-car mileage and 
reduce empty-car mileage. 

What is proposed in these bills is directly opposite to that philo. 
sophy and would result in wasteful transportation ; that is, Switching 
empty-car miles, and everything else. ; 

What is needed is additional loaded-car miles, which can be os 
complished with a more efficient use of the present car fleet, This 
would be a step in the right direction and, in my opinion, would 
materially relieve any freight car shortage situation. You are ¢op. 
cerned with the possibility of a car shortage and how to deal with it, 

First, may I say, speaking for my own railroad, that to date this 
year we have been able generally to meet all demands for equipment, 
Because of a threatened steel strike, we have recently had a tight car 
situation. Our only shortage, a slight one, was in hopper cars, where 
there was a peak loading of coal incident to a building up of reserves 
in anticipation of a coal holiday which commenced June 29, 1959, 

Following July 14, steel strike or no steel strike, we anticipate no 
immediate shortage of equipment. I realize that the possibility of g 
car shortage can be expected with a substantial upturn in our economy 
but I think your sored is more long range than immediate. I am 
not trying to discount the fears that have been expressed, but I do 
think that the whole matter is one which should not be considered 
precipitately. 

Bills of the nature of these now before your committee have, as 
you know, been considered a number of times during the past few 
years. Fortunately for the railroad industry, and also for the country, 
they were not enacted. 

While I am convinced that there is no immediate freight car prob- 
lem of a serious nature, I do not want to leave you with the thought 
that there is no real problem in this area. The fact of the matter is 
that the railroads should be acquiring during the next 10 years on 
the average from two to three times as much equipment as they have 
installed in the last 10 years. I am convinced that the needs of our 
growing economy and the more critical requirements of national de- 
fense will not be met unless our industry can begin a greatly acceler- 
ated equipment program within the near future. 

As I have already pointed out, this necessary increase in our new- 
equipment program will be retarded rather than assisted by any system 
based on the theory of compulsion through excessive per diem rates. 

The basic cause of the problem is not an arbitrary lack of coopera- 
tion by certain railroads, or a selfish desire on their part to refrain 
from spending available funds on modernizing and increasing their 
equipment; the cause is much simpler: the inability of certain seg- 
ments in the railroad industry to obtain sufficient funds for these 
purposes. 

No amount of penalties or so-called incentives can eliminate the 
harsh realities of that situation and stimulate any railroad into spend- 
ing money which it simply cannot obtain. 

What is needed is a new reservoir of capital to make it possible for 
all railroads to meet the continually increasing needs of the Nation 
for economical rail transportation. Less than half of the true needs 
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for new railroad equipment can be met by existing sources. This can 
iebriefly demonstrated by considering some financial facts. 

The railroad industry should be acquiring each year new equipment 
ofa minimum value of $1.5 billion. This represents substantially 
rice the amount of funds which the industry has been able to devote 
i these purposes in the past. This means that, to accomplish the 
desired program, the railroads would have to find approximately 
Setiillion each year of internal funds and to uncover private sources 
forlending at the rate of about $1.2 billiona year. _ 

With a large segment of the industry experiencing at the present 


| time a very unsatisfactory working capital position and wholly in- 


adequate net earnings, the required new internal funds are simply 
not available. Furthermore, our experience indicates quite clearly 
that conventional private financing sources for railroad equipment 
simply do not exist to the extent of providing $1 billion to $144 bil- 
lion annually. yi ise 

Speaking for the eastern roads only, it is clear that the Fed- 
eral Government must cooperate directly in helping the railroads to 
obtain the amount of financing that will be needed to accomplish 
the equipment program over the next 10 years. 

The eastern railroads have proposed a plan which would meet the 
roblem in a simple and practical manner without cost of any kind 
tothe Federal Government. I refer to the proposal for establish- 
ing a Federal equipment agency to buy railroad cars and locomotives 
and lease them to the railroads at rental rates sufficient to make the 
igency entirely self-supporting. Such a plan is embodied in a bill 
now pending in the House and designated as H.R. 1365. Similar bills 
were before the previous Congress, both in the Senate and the House. 

A new Government agency would be established with initial capital 
of $500 million and the right to borrow $2 billion additional, making 
s total of $214 billion available to the railroad industry for equip- 
ment. 

Requests for new equipment from individual railroads would be 
approved by the Interstate Commerce Commission and orders placed 
for construction of the equipment through the usual commercial 
channels. ‘The equipment would be acquired by the agency and leased 
to individual railroads at a rental which would be sufficient to pay 
back the Government agency the cost involved and provide a profit so 
that even the original capital eventually would be returned to the 
Government. 

At the end of the lease term for new equipment, the governmental 
body having control over the stockpile of strategic materials for na- 
tial defense purposes shall have the option of purchasing the equip- 
ment it desires from the transportation agency at the fair value of 
the equipment at that time. Any equipment not thus purchased for 
stockpiling for defense purposes would be sold for scrap by the trans- 
portation agency, with the proceeds recaptured by the transporta- 
tion agency. 

Inmy judgment, this program would meet the real equipment prob- 
lm in the railroad industry. Additional private capital sources not 
available to the railroads would be opened up, but there would be no 
disruption of existing railroad capital sources for those companies 
desiring to finance equipment purchases by conventional methods or 
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requiring private capital for additions and improvements other than 
equipment. 

Furthermore, the plan also avoids unnecessary distortion of other 
phases of railroad financing. It does this because it would oper- 
ate on an entirely voluntary basis. 

There are a good number of railroads which can and would want to 
continue to finance their equipment purchases by conventional means 
Such companies would not be required to deal with the Federal ageney. 
In addition, there are railroads which can finance a part of their 
equipment needs by conventional means and would only use the 
agency to the extent that these conventional means were inadequate, 

There are, however, certain railroads which may have difficulty in 
obtaining any private financing, and those companies would be ep. 
abled to play their part in the overall program by acquiring all of 
their equipment needs through the Federal agency. 

Finally, all of this would be accomplished without ultimate expense 
to the Federal Government since the plan contemplates that the 
agency would be fully self-supporting. 

This plan of the eastern railroads is not only the best tailored soly. 
tion to the problem, but, in my judgment, it represents the only effec. 
tive type of solution. 

A substantial amount of additional private capital cannot be un- 
covered under present circumstances. There is a practical limit to the 
amount of private capital which can be invested in railroad equipment, 
and this is true entirely apart. from any matter of interest rates, 

Furthermore, there are certain segments of the railroad industry 
which will find it difficult to obtain any private capital sources under 
present conditions. 

The AAR appeared before this committee this morning, and sug- 
gested that consideration of legislation designed to increase car owner- 
ship by tinkering with the per diem rate be deferred, at least until 
the next session of Congress. 

This request is made because a committee of six railroad presidents 
has been appointed to conduct a comprehensive study as to the best 
way of insuring an adequate freight car supply for the country and 
the establishment of a proper per diem charge in connection therewith. 

I happen to be one of the members of that committee. The com- 
mittee has already progressed its consideration of these problems, and 
we are meeting again tomorrow. I am hopeful that we will be able 
to come forward with sound recommendations regarding this very 
complicated and controversial subject, and that the recommendations 
will be adopted by the railroad industry. 

Mr. Wiriu1ams. May I interrupt at that point—I possibly should 
have asked Mr. Breithaupt this question—these six railroad presi- 
dents; are they predominantly eastern presidents ? 

Mr. Symes. I will tell you who they were. They were selected 
originally from each of the three areas: East, West, and South. 
After that was done the president of the association was asked to 
name the two from each territory. I am sure he selected the six by 
reason of a good many diverging views that we have had among our- 
selves in practically every meeting we have had. 

Mr. Witu1aMs. Both sides of this controversy are represented on 
that committee 4 
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Mr. Symes. Not only both sides, but some other views, too, on what 
isa fair per diem rate and proper ownership. Simpson, B. & O.; 
Heineman, Northwestern; Murphy, Burlington; Johnston, Ilinois 
Central; Rice, Atlantic Coast Line. 

We are having two meetings. We are having another one in Chi- 


tomorrow. 
een gentlemen raise the question : How long will it take? I would 
be hopeful that this committee would be able to submit recommen- 
dations before the end of the year for consideration by the industry ; 
frst, by the board. 

Mr. Wiu1aMs. Thank you, sir. 

Mr. Symes. Certainly, I would like to see us given this opportunity 
before any action is taken in legislating us into what I sincerely 
believe will result in chaos in the railroad industry insofar as effi- 
cient and economical car distribution is concerned. 

That concludes my statement, sir. 

Mr. Wmu1aMs. Thank you very much, Mr. Symes. First, I would 
like to pass this comment: You have done an excellent job of pre- 
senting your viewpoint and you have pictured very clearly some of 
the problems which will arise in connection with, or as a result of, 
legislation of this type. I trust that the problems which you have 
mentioned in your statement will be discussed by those having oppos- 
ing viewpoints, because I would like to know what their side of it is, 


I would take some exception to your suggestion that the Federal 
equipment agency be established because, as I listened to you read 
your suggestions in this respect, I was reminded of the trip that I 
made to the Soviet Union in 1955, and I can see absolutely no differ- 
ence in the principle of this Federal equipment agency which you 
have suggested and the collective farm system which they have over 
there with their government-owned motor pools and the leasing of 
the farmland. However, that is neither here nor there, of course, 
but I think it is something that would be well worth considering as 
amatter of principle. 

Mr. Symes. I agree with you. Many of us, including financial in- 
stitutions, don’t see where we are going to get the money. 

This is not subsidy. So many people confuse it with subsidy. I 
am against subsidy. It is a full payback. This is Government aid, 
sure, to help industry in trouble, to help tide us over, with a full 


payback. 

These others who are in competition, quite frankly, they don’t 
even pay it back. We do. 

For example, take RFC during the depression. We wanted to do 
alot of work. We got a $100 million loan from the Government to 

ut in electrification between New York and Washington. We put 

000 people to work. They not only got it back, but they got 6 per- 
cent interest on their money, which is high. 

Mr. Witu1aMs. There is quite a difference in principle. You are 
actually suggesting Government ownership of equipment and Gov- 
ernment leasing of equipment. 

I simply point up the similarity between the system of collective 
farms which we saw in the Soviet. Union as they were explained to 
us under their Russian system, and I am certain that there is no one 
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any more dedicated to the system of free enterprise competition than 
the capitalistic system, of course, than you are. I would suggest tha 
serious thought be given to the principle of that. 

Mr. Symes. I agree. A lot of people say what you are propogin 
here would be the first step to Government ownership, because they 
are going to own your cars. I am saying I am proposing to ayoiq 
Government ownership. The Government is not going to take ys 
over because we lease cars from them. They are going to take ove; 
the operation because you don’t have the cars to provide the trans. 
portation and service this country needs. This is the means to ayoid 
it. That is the principle. I know we could debate a long time on 
that. 

Mr. WitttaMs. Mr. Staggers. 

Mr. Sraccers. No questions. 

Mr. WituiaMs. Mr. Springer. 

Mr. Sprincer. Mr. Symes, what. you have proposed here in the Jat- 
ter part of your statement is substantially the same plan that you 
proposed on July 24, 1957, before this same subcommittee, 

Mr. Symes. That is correct. 

Mr. Sprrincer. At that time you rejected any plan similar to q 
HOLGC guarantee which was discussed at that. time. 

Mr. Symes. That is right. 

Mr. Sprincer. You are opposed to that kind of plan where you 
finance the cars yourselves with a Government guarantee? 

Mr. Symes. You might say: Why don’t you go out and get some 
of that money that was allocated under this emergency act of $500 
million? As you remember, that was passed largely, I think, not 
for the purpose of giving some railroads money to buy equipment as 
such, but to tide over some of these railroads that were heading for 
bankruptcy, because, if you ever start them going into bankruptcy, 
you don’t know where it is going to stop. That was the real purpose, 
I think, of this legislation. 

You ask me why I don’t go out and get some of that money. We 
did go through the leasing job I mentioned, $215 million, and we 
certainly made the rounds of the country, all the banks, pension funds, 
steel companies, and everybody else, but we finally did it. 

The door is closed, I might say. We could not get in another 
quarter after a program of that size. That is an example of what 
the railroads would do if they could lease cars such as we have done, 
but they can’t do it. We can’t do it any more for a long time because 
we have committed ourselves to a substantial commitment. That is 
what will happen. 

One more thing: Let us assume, for example, that I went over to 
the ICC and asked for approval or guarantee, rather, of a $40 or $50 
million loan. I have maturities coming up, bonds, 1960, 1965. If I 
am going to get equipment with Government guarantee, how am I 
going to reissue and refloat these bonds without Government guar- 
antee? This would have the effect of pyramiding, which would 
cause a lot of trouble. 

Mr. Sprincer. By this plan, if there should be a loss the Govern- 
ment would take the whole thing. That is the difference between 
that and what we proposed to your group 2 years ago. In other 
words, if there was a loss in the takeover, it would be the Govern- 
ment taking over the whole loss. 
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As it is, the plan which the committee recommended to you 2 years 
was that you take the initial burden and if there is a loss the 

forernment would be willing to sustain it. 

Qn the other plan, you are asking that the Government be the first 
ioser and you be the second only asa guarantor of it. 

Mr. Symes. But they have pretty good collateral in those cars. 

Mr. Sprincer. Is that not about it? | 

Mr. Symes. That is true, but there is pretty good collateral in those 


Mr. Sprincer. Your second point, Mr. Symes, is that it is still your 
contention that the Interstate Commerce Commission has sufficient 

wer to order cars about anyplace in the country. 

Mr. Symes. I would like to say this, Mr. Springer, for the benefit 
ofthiscommittee. It is going to answer your question 

Mr. Sprincer. If you can do this directly. I do not want to get 
off on a tangent. 

Mr. Symes. Yes; they have all kinds of powers, and do issue orders 
such as I mentioned. 

Mr. Sprtncer. I did not say “issue orders”; I said “had power.” 

Mr. Symes. They have the power, and they do. They do it this 
way: The car service division of the AAR is usually designated 
as the agent of the ICC, and quite often the ICC authority is back 
of the order, but they do have, and have used that power. 

Mr. Sprincer. What penalty do they have for enforcing it? 

Mr. Symes. They can fine you or do anything else if you don’t 
live up to it. ~# 

Mr. Sprincer. That was your position here 2 years ago on page 122 
of the hearings of July 24, 1957: 

Mr? Sprincer. Let me ask you: Can you quote the section of the regulations 
which gives them that authority? 

Mr. SyMEs. I cannot give you the section. 

Mr. SPRINGER. Can anybody ; can your counsel? 

Mr. Symes. Section 15. 

Mr. Martin. Section 1, paragraphs 13, 14, and 15. 

Now, I called that to the attention this year of the ICC and they said 
positively—and they are advised by their Counsel—this does not give 
them authority to do this in enforcing it. 

We went into sections 14 and 15 here at quite some length yesterday. 
They claim that they do not have that power. 

I just want to be sure that the subcommittee understood your con- 
tention and also what was said by the ICC with reference to this par- 
ticular question. 

Mr, Symes. They not only have done it, but they have threatened 
certain railroads with fines where they were not living up to it. 

Mr. Sprincer. They have not actually fined them ? 

Mr. Symes. I don’t know, but I know we were actually threatened 
with fines. 

Mr. Sprincer. Are you against the penalty bills? 

Mr. Symes. Am I against the penalty bills? 

Mr. Sprincer. Yes, sir. 

Mr. Symes. Any per diem rate over and above what I said, the true 
cost of car ownership, I am against because I do know what will hap- 

Nasa practical matter. In other words, you would be buying cars 

or what purpose: to make empty mileage. The industry cannot 
stand it. 
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Mr. Sprincer. Do you feel that the penalty bills would get the ¢ 
back to the roads that owned them ? = 

Mr. Symes. In some cases, yes, but it would be done at a terrifi 
expense. , 

Mr. Sprincer. You are in agreement it would get the cars back to 
the roads? 

Mr. Symes. If it is high enough, you could not afford to move 
freight ; you would have to move empty cars. 

Mr. Sprincer. At least you are consistent with your testimon of 
2 years ago when you say, yes, you do believe it would get the cars back 

Mr. Symes. Even the $2.75 or the dollar got cars back. Certainly. 
the higher it is the more it would get them back, but it would not cause 
any railroad, in my opinion, soundly, to acquire additional cars, 

Mr. Springer. Do you think it would be an incentive to the railroad 
to purchase freight cars? 

Mr. Symes. Absolutely not, and it should not. 

Mr. Sprincer. It would not? 

Mr. Symes. Not if they used good business judgment in acquirin 
the cars that they should have. In my opinion it would be a terrible 
thing. 

Mr. Sprincer. Let me read my question to you: 

Mr. Sprincer. Is not the purpose of this bill, however, the very thing that the 
Commission has sought, and that was the penalty for the purpose of getting the 
cars back to where they were needed? 

Mr. Symes. Well, it has a twofold purpose. The penalty is an incentive to 
the railroads to buy freight cars. If there are enough freight cars, then the natn. 
ral tendency is that they would get back more quickly than they would otherwise 
when there is a shortage. 

Mr. Symes. That is right. I did not say it was an incentive to buy 
cars. : 

Mr. Sprincer. Let me quote you: 


The penalty is an incentive to a railroad to buy freight cars. 


Mr. Symes. If it can, and I should have said that, I am sure, and 
I am sure I did. Nevertheless, it is a very poor formula, in my 
opinion. 

Mr. Springer. That is all. 

Mr. Wiuu1aMs. Mr. Friedel. 

Mr. FriepeL. Mr. Symes, I have enjoyed listening to your full 
statement. It is very, very informative. It leads to the question I 
would like to ask. I would like you to bring this committee up to 
date as a matter of record as to conditions of grain and wheat being 
shipped. I understand that during certain peak months of the year 
there are thousands of cars of grain stacked up at the ports waiting 
for ships and other forms of transportation. Just how would this 
proposed bill relieve this situation ? 

Mr. Symes. It could not change the marketing conditions, except 
if the per diem rate were high. I am sure, by reason of the losses, 
that there might be embargoes placed by me that would not let them 
ship. I could not afford to let them do it. That is what is required 
under the marketing condition of the grain. The same on coal to 
the lakes. If they don’t have 5 days’ free time they cannot market 
that coal from the Pocahontas Lines and it would probably go to 
other coalfields. It is a marketing condition we have to contend with. 
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Mr, Frrever. As a matter of information, cars of grain arriving at 
ihe port are handled as follows: The first 15 days are free time to 
ihe shipper, and then 15 days at the storage charges of 6 mills per 
jushel, or $1.20 per day. The next 30 days, storage charge of 8 mills 

pushel, or $1.60 per day, and thereafter 9 mills per bushel, or a 
r day. 

A ae re. Thatisright. 

Mr. Frrevev. Is that in addition to the $2.75 ? 

Mr. Symes. You see, while we are holding, for example, at Balti- 
more and Philadelphia, a foreign car, we pay $2.75 per car per day 
during the whole time that car is on our railroad, moving or stand- 
‘se still. For example, a car coming in from the Burlington & Chi- 
ago that would go to Baltimore for grain, as soon as we get it at the 
interchange, that starts. We pay that $2.75 to the Burlington until 
it goes off our railroad. We do collect the storage charges after 15 
days. We get that $1.20 to $1.80, I believe it is, but not for the first 
5 days. After we do get it, it is less than half of what we are 
paying. pagel oh 

r, Frrepet. You still have to pay the $2.75 a day, and you do get 
gme demurrage charge back ? 

Mr.Symes. That is right. 

Mr. Frrepet. But you never get the $2.75? 

Mr. Symes. That is right. Under these average agreements, for 
example, they don’t get caught at all. Take coal at ports; they are 
allowed 5 days, so they get an 8-day car. The next one is a 2-day car. 

there is no per diem at all on the 8-day car. It averages out. 
r. Frreper. On page 6 you cite where you have made arrange- 
ments to acquire 23,500 freight cars at a cost of $215 million. 

Mr. Symes. That is right. 

Mr. Frreper. On top of this you will spend over $50 million in 
maintenance of freight cars this year. My point is this: How will 
this affect employment ? 

Mr. Symes. Employment? 

Mr. Frrepev. Yes. 

Mr. Symes. It is going to affect the economy in general very good 
because in that $215 million for the new cars $105 million goes directly 
in steel purchases, direct steel purchases. Then, when you put the 
copper and the lumber and all the other things in, it is a mighty big 
ob By spending $215 million on new equipment you are putting 
thousands of people to work for a year. 

Mr. Frreper. My point is this: Mr. Michael Fox’s statement given 
tous by Mr. See, on his table 1, he showed that the average freight 
cars owned are 1,719,202; freight cars awaiting repairs, 150,219, which 
shows percent in bad order, 8.7. 

Would it not be better for the railroads to put these cars in condi- 
tion and give employment and have more usage of these 150,000 cars? 
Iam not speaking of the Pennsylvania alone. 

Mr. Symes. There is no question it is a desirable thing. There are 
alot of them that should be torn down. But you are overlooking the 
fact that there is a question of dollars. 

ist year with all the deferred maintenance you know what the 
earnings of the railroad were. We did not have the dollars to spend. 
At the same time we had this maintenance job accumulating on us; we 
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had 25,000 cars stored in good order. Why? Because of the depres 
sions of 1958. It would have been a good thing to repair cars and 


set them aside so that you would have them when business picks y 
but we did not have the money to do it. D 

You might say, look at what you paid out in unemployment. We, 
that is a tax, as you know, that we have to pay to the Government, 
Let us put it this way: By doing what we did it cost us a dollar 
Doing what he proposes would cost us $10, which we didn’t have, We 
had only $1. So, we accumulated this deferred maintenance, We 
into this figure he cited this morning, that Pennsylvania had 99 per- 
cent bad order, which we do. 

Now, we are buying these 23,500 cars. We are tearing down 23,599 
cars, scrapping them, getting rid of them, but we are going to increase 
our serviceable cars by that amount. So it is not going to be deferred 
maintenance after we get all these cars torn down. It changes in the 
category of deferred payments; in other words, we have to meet that 
Whereas, on the freight car having the deferred maintenance, we 
can keep shoving them back, and we can meet those rentals and con: 
ditional sales agreements. 

Mr. Friepet. But you will spend $50 million more in the mainte. 
nance of freight cars for this year ? 

Mr. Symes. That is over and above. That is our current mainte. 
nance where we repair some of this 20 percent, heavy repair and light 
repair. 

Mr. Friepet. You might have more employment. 

Mr. Symes. Yes. As a matter of fact, on employment right nov, 
where we are building a lot of these cars at Altoona, we don’t have 
anybody furloughed. We can’t find enough of these car repairmen, 
We have a lot of experienced people and they are back to work. 

Mr. Frrepev. You have all your repairmen back to work? 

Mr. Symes. Yes. Where there were a few surplus beyond the 
Altoona-Johnstown area, we have had everybody come in from out- 
side, and some did. 

Mr. Frrepex. That is all. 

Mr. Witurams. Mr. Bush. 

Mr. Busu. Mr. Chairman, Mr. Symes, of course, lives in my State 
and is president of the Pennsylvania Railroad. We are very proud 
to have a man of his caliber appearing before the committee. 

Mr. Symes. We have been in the business together. 

Mr. Busu. He ranks among the top leaders in the industry. He 
stated before he began his statement that he would probably cover 
many of the questions. I find that he has, in an able and informative 
way. I appreciate the fact that I was here to listen to his statement. 
I think he has helped in a great way in giving the committee informa- 
tion through his statement to base our judgment on. 

Mr. Symes. I appreciate the opportunity, gentlemen, of making the 
statement to you. It isa very important subject. 

Mr. Busu. The problem is getting the money, is it not? 

Mr. Symes. You say: What are you doing to correct it? We are 
trying to do an awful lot. It all goes back to money. We were over 
here last year trying to get everything done. We were down here 
trying to block these exorbitant pension and social security payments. 
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Mr. Witu1aMs. With respect to the car plan, this is the first chance 
[have had to take a look at it. I admit that remark was made on the 
basis of snap judgment. 

Mr. Symes. We got off on the wrong foot. It got earmarked “sub- 
sidy.”. After we made the round and tours of the newspapers and 
everything else and explained what it is, where they find it is not 
subsidy, there has been a complete change with a great many people 
who opposed it in the beginning. ) 

Mr. Busu. I was a little opposed to the idea, myself, until I had 
it explained to me more thoroughly, Mr. Chairman. It is a matter 
of money. It resolves itself right down to getting a lot of money to 
do this job. 

Mr. Symes. We are the people who are suffering from the car 
shortage more than the fellow who has the shortage, because he can 

someplace else and usually does, whereas we just lose the business. 

at is our incentive. 

Mr. Witui1aMs. It is rather difficult for me to believe that a social- 
istic venture is the only cure for the ills of free enterprise. 

Mr. Symes. I agree, but that is what has put us in that position. 

Mr. Witi1ams. Government ownership is socialistic. 

Mr. Symes. I mean Government aid or subsidy to other forms of 
competition is what puts us behind the eight ball. All we are asking 
js Government aid, not subsidy. 

Mr. Witu1aMs. I have not studied this plan and I am not qualified 
to discuss it. 

Mr. Jarman. 

Mr. Jarman. Mr. Symes, I would like to join in the tribute to your 
able and very effective presentation. There is one question I would 
ask of you. 

Based on your own experience and your own opinion, how close 
is the $2.75 per diem figure to meeting the formula that you have 
indicatd as fair; that is, that the per diem rate should cover the full 
cost of ownership plus a reasonable profit ? 

Mr. Symes. I would say, pretty generally speaking, it has been on 
the ball right along. We started off at a dollar after the war, and it 
was low. Then we adjusted it to $1.15, and we kept bringing it up 
to $2.75. On the formula I am talking about, $2.75 today is a little 
high if you use car repairs only for 1958, last year, because we did not 
repair cars last year; we did not have the money. 

ow, the general committee of the transportation, the operating 
committee, who through committees studied this job to come up and 
keep changing it as conditions change, have put in a new formula on 
the basis of instead of using 1958, let us go back over 5 years on car 
repairs, and then inflate that to today’s cost and that will bring it 
up, I believe, to 10 to 15 cents more, maybe $2.85 or $2.90. It will 
represent that. There will still be a 6-percent return on depreciated 
reproduction value that is in there, plus taxes and everything else, 
car repairs. 

Mr. Sertncer. Would you yield for a question ? 

Mr. JARMAN. Yes. 

Mr. Sprincer. Mr. Symes, based on that, the $2.75—and that is 
what your formula calls for—will not cure the problem which is being 
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raised by these bills, and that is returning the cars to the originating 
railroads. 

Mr. Symes. Yes, but you are going to do it by making a lot of 
aan movements at additional transportation expense. If yoy 
make ae movements you are not protecting maximum load. 


ing. The shortage pyramids. = 
r. Sprincer. You are talking in different terms from the testimony 
of the Interstate Commerce Commission. 


Mr. Symes. Maybe I am. 

Mr. Sprincer. Because they are talking in terms of the most efficient 
use of the car. I brought that out in very careful questioning. ]t 
was the efficient use of the car. They claim that they cannot do this: 
they cannot have this efficient return of the car and the use of the car 
unless they have some authority to return these within a reasonable 
length of time. I am trying to give it to you about as fairly as I cay 
develop it from them. 

Mr. Symes. I do disagree, if that is their position. I say the efficient 
use of equipment is maximum loaded-car mileage, not empty. 

Mr. Sprincer. You are talking about 2 years ago. I will admit 
you are consistent on that, but your testimony does not jibe with what 
the findings of the Interstate Commerce Commission are with refer- 
ence to efficient use of the cars. 

May I say this: that, if all you are going to do, if the only promise 
that is being held out by this committee of six is that you are goin 
to come back with something near what you now have, I do not thin 

ou are going to satisfy this committee that this problem is going to 
a solved within the next year. 

Mr. Symes. If we get earnings, it will solve itself. I will say the 
committee has already advanced quite a number of ideas as to the 
change in the situation, designed to get more cars, in different manner 
than the incentive per diem, not participating in revenue if you misload 
a car. 

My own opinion is that the proper form for providing per diem isa 
time-use basis, half per diem, half mileage. 

Your per diem should be your interest, your interest and deprecia- 
tion, so much per day. 

Then your use, which is maintenance, car repair facilities, is so much 
a mile. 

Now, that is common practice. What does Hertz or Drive-It-Your- 
self do? They charge so much for the car and so much per mile. 

For Capital Airlines, the same thing. 

In our trackage rates, 6 percent interest on it and a fixed charge. 

But the other operation and maintenance is use. I think that isa 
fair method. 

After all, if you make more miles per car day your rate goes 
down. But the fellow that makes the more miles per car per day 
by reason of long haul, his revenue goes way up because you are paid 
for moving cars. 

As a matter of fact, the court in New England has directed the ICC 
in this per diem litigation to take a look at this combination. I have 
been associated in car pools since Eastman’s days of 1931 and 1932. 
We thought of that at the time, a combination. We could not put it 
over ; not that we considered it was not the right thing to do. 
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At that time, when we had to take all the records off the conductors’ 
wheel reports, the accounting was so involved you could not consider 
it, But today, with machine methods of accounting, there is nothing 
to it. ; 

I don’t say that is what we will recommend. I say that is my per- 
sonal opinion, and I am not speaking for any other railroads. 

Mr. Busu. What percentage of the return of these cars back to 
the original owner goes loaded ¢ v ‘ 

Mr. Symes. I would say we have today about a 70-percent loaded- 
car movement. ‘ 

Mr. Busu. You have 30 percent deadhead miles? 

Mr. Symes. That is right. 

Mr. Busu. No earnings whatsoever ; no income from it ? 

Mr. Symes. We have a job right now in this piggyback service, 
and we have in this piggyback company, of which we are part owner 
with 13 or 14 others—we do have this combination rate, so much per 
day and so many miles. It is working beatifully. We are getting 90- 

rcent loaded movement. 

Mr. Busu. That is good. 

Mr. Symes. But, gentlemen, there is one thing I do want to say, and 
Isay this from a good bit of experience in car handling because that 
js all I have done all my life. You can talk about car service rules 
and what is happening here, but to me it is one of the wonders of the 
industry that with all of these different ownerships of cars going to 
all points of the United States, automatically, under rules, supple- 
mented by orders of the AAR to get them into the loading district, 
sure, you will find shortage of cars, but the darn thing is working and 
working good. 

The fact is that we have not had the money to have quite enough 
carsin that pool. It is the greatest pool I have ever seen. 

Mr. Jarman. I have one more question. 

Mr. Witu1ams. Mr. Jarman. 

Mr. JarMAN. You mentioned that the committee may recommend 
a 10- or 15-cent raise in the per diem rate. 

Mr. Symes. The board of directors of the AAR told the general 
committee here recently to take another look at changing the per diem 
rate, but then, when you took 1958 car repairs, it goes down. The 
general committee study it under the formula and come up and say 

this rate should be $2.90. So they recommend to the board of di- 
rectors of the AAR that it be submitted to the member roads to con- 
cur in that $2.90, if that is what it would be. Then they all come back. 
If over half of them vote, then that is automatic. Everybody else 
has already signed, and they abide by it. 

Mr. Jarman. Mr. Symes, I would be interested in any testimony 
you give on this question. I have in mind the fact that earlier testi- 
mony in this hearing indicated that 25 cents to a 75-cent increase 
would be the area of increase that might be anticipated under these 
so-called incentive bills. Do you have any comment ? 

Mr. Symes. I don’t believe that it would do what is designed. We 
have two groups here; one in favor and they like it; the other getting 
hurt and they don’t like it. I think that is the philosophy. The credit 
railroad is trying to increase the per diem rate because they make 
money on it. The debit railroads are trying to hold it down. You 
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have those facts. It is dollars. You have to stick to the tru 
of ownership plus reasonable return and not let these othe 
influence you. 

Mr. Jarman. That isall. 

Mr. Wiiu1aMs. Are there any other questions ? 

Thank you very much, Mr. Symes. You have given us an excellent 
statement. I think you have done an excellent job in presenting your 
views. 

Mr. Symes. Thank you for letting me run around my opponent, 

Mr. Wui1aMs. Off the record. 

( Discussion off the record.) 

Mr. Wit1ams. Mr. Martin, I believe you have a statement that you 
would like to insert in the record. 


© full cost 
r interests 


STATEMENT OF ELDON MARTIN, VICE PRESIDENT AND GENERAL 
COUNSEL, CHICAGO, BURLINGTON & QUINCY RAILROAD (0, 


Mr. Martin. Yes, I would like to file that at the conclusion of my 
oral presentation. 

Mr. Wi11aMs. You desire it at the conclusion of your presentation! 

Mr. Martin. If that is agreeable. 

Mr. Wiuu1ams. Then I think it might be well for you to identify 
yourself at this point. 

Mr. Martin. My name is Eldon Martin. I am a lawyer from Chi- 
cago. I am also vice president and general counsel of the Burlington 
Railroad. I appear here for a group of 14 railroads: 

The Atchison, Topeka & Santa Fe Railway Co. 
The Chesapeake & Ohio Railway Co. 

Chicago, Burlington & Quincy Railroad Co. 
The Colorado & Southern Railway Co. 

The Denver & Rio Grande Western Railroad Co. 
Fort Worth & Denver Railway Co. 

Great Northern Railway Co. 

Gulf, Mobile & Ohio Railroad Co. 

Illinois Central Railroad Co. 

Louisville & Nashville Railroad Co. 

The Minneapolis & St. Louis Railway Co. 
Northern Pacific Railway Co. 

Western Maryland Railway Co. 

The Western Pacific Railroad Co. 


Our position is in support of the seven so-called incentive bills: 
H.R. 6551, by Anderson; H.R. 6789, by Metcalf; H.R. 7008, by Cheno- 
weth; H.R. 7020, by Karth; H.R. 7130, by Cunningham; H.R. 7925, 
by Rogers; and H.R. 7937, by Avery. I may refer to that group of 
seven bills which I support perhaps as the Rogers-Avery bills, those 
gentlemen being members of the full committee. We are 100 percent 
in support of that legislation. ; 

Incidentally, those bills, the Rogers-Avery bills, are identical with 
the Senate bill S. 1789, which was favorably reported by the Senate 
Commerce Committee. 

Incidentally, Mr. Chairman, is it appropriate to have this Senate 
committee report made a part of this record, not verbatim but by 
reference? Is that appropriate? 

Mr. Wrur1aMs. I think by reference. The committee would hardly 
accept that asa part of the testimony. 
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Mr. Martin. I understand so, but, if it might be made a part of 
ihe record by reference, I would be grateful. 

Mr. Witu1AMs. It is already in the public record. 

Mr. Martin. Yes. It is Senate Report No. 452, 86th Congress, 1st 
gssion, dated June 29, 1959. For the convenience of the committee, 
[will let you have those, | 

Now, in addition, to the incentive bills which we support, we also 
support H.R. 6468, which was introduced by Chairman Harris at the 
request of the ICC. That bill also is an incentive bill, but we think 
it is not as good a bill as the Rogers-Avery bills because it does not 
sive the Commission quite as much authority to meet this problem as 
we think it should have and would be given by the incentive bills to 
ghich I have referred. uf 

As a group spokesman, I take no position on the penalty bills, 5938, 
3138 and 6469. 

Because I want to be brief, I want to confine myself henceforth 
to the incentive bills or what I have called the Rogers-Avery bills. 
Those bills, like the Senate bill which has been recommended, are 
designed to attack this problem of car shortages by a method which 
has never been tried and which we think holds great hope of success. 
Itrests on a fundamental principle of economics, that if it is cheaper 
torent an article than it is to own it, you rent it if you can get posses- 
sion of it, particularly without consent of the owner. 

That seems to be fundamental economics. It is based on the sec- 
dary proposition that if you are paying rent on anything and can 
wlieve yourself of that rental obligation by divesting yourself of 

ion of the article, you will get rid of it as quickly as you can. 

Now those two fundamental propositions underlie our support of 
this legislation. We think that as per diem charges go up, you 
thereby create incentive for increased car ownership and you con- 
currently create incentive for quicker movement and return of exist- 
ing equipment. ” | 

Now everybody agrees that this is a serious problem. There is no 
dissent from that statement. For a generation everybody has tried 
todo something about it without any success. As a matter of fact, 
the car supply has been going down, down, down. The car supply 
at this moment is perhaps the lowest it has ever been, so I do not want 
to devote any further time to statistics on that point in the record. 

We say that one of the major causes for that deplorable situation 
is this simple fact that car rental or per diem charges have not been 
high enough to encourage the acquisition or construction of additional 
freight cars. We say if you will put a plus in there over and above 
the bare-bones cost of ownership, you will get more cars and move 
them more quickly. 

There is one little incident that is worth mentioning because the fact 
is,as you all know, that we have had these continuing recurring freight 
car shortages year after year for many years; but perhaps you have 
never even heard of a complaint of a shortage of a truck-trailer. If 
you did, it is a spotty, occasional event. Almost never do you find 
shortages of truck-trailer equipment. Almost always year after year 
you have shortages of freight cars. Why? I think there are two 
reasons: One is that the freight car must move all over the country. 
The Burlington with its freight car cannot say to the Pennsylvania at 
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Chicago, “You pay us $3.50 a day for this car, or you can’t have it.” 
The law requires us to permit that car to roam all over the Unit, 
States in the hands of all the railroads, and it is a sound principle ; 
the public interest, no doubt about that. But the fact renaiing! thet 
we do not have control of the property we own, to-wit, our freight dn 

We must let it go into the possession of others and take for its vs 
the per diem charge that is established by the procedures that i 
have referred to. That is one reason why your trucker is different 
He does not have to let his trailer leave his possession unless he Wants 
to. That is one reason you don’t have shortages. Another reins 
is the amount of the rentals. 

You have heard it said this morning that a good freight car costs 
around $10,000, for which the owner gets $2.75 per day. You can 
buy a good truck trailer for $6,500, and what does he get for its ug 
when he chooses to let it go onto the line of another trucker? $8 9 
day. Fora piece of equipment that is much less costly, he gets almost 
three times as much in daily rental. I think that is the reason why 
you don’t have very many shortages of truck trailers and why yoy 
do have recurring shortages of freight cars. 

The cure for this is obvious, it seems to me. That is, put some 
profit in freight car ownership. Make car ownership an attractive 
investment. You will get more cars and move them more quickly, 

The reason that this legislation is needed is not because the Inter. 
state Commerce Commission lacks power to prescribe per diem 
charges. You gentlemen have read those sections of the statute and 
you can see how broad a grant of power they contain. The trouble 
is that a three-judge district court some years ago—and there is ref- 
erence to the decision in the prepared statement—said that the Com- 
mission in attempting to accomplish the purposes which the Congress 
laid upon the Commission, it could not in prescribing per diem charges 
include anything more than the bare bones cost of ownership and it 
could not add a plus as encouragement or incentive for these two pur- 
poses that I have mentioned; namely acquisition of more cars and 
quicker movement of those we have. 

The Commission wanted to solve this problem that way. The 
court said it could not. That is why the Congress must act. It 
must correct the mistake of the court. It must give the Commission 
power to accomplish these things that you expect it to accomplish. 

Mr. Wii11aMs. Correcting the mistakes of the court has caused 
this Congress more business I suppose than any other issue that has 
come before it in the last few years. 

Mr. Martrn. I would think so, Mr. Chairman. 

Let. us look at the bill for the movement. I am talking about the 
Rogers-Avery bills. It winds up this way. It says the Commission 
should fix these per diem charges upon a basis which will encourage 
the acquisition and maintenance of an adequate car fleet. That isa 
worthy objective. 

Will provide just and reasonable compensation to freight car 
owners. That is a sound objective. 

Will contribute to sound car services practices. Another definitely 
worthy objective. 

And finally, encourage the acquisition and the maintenance of a car 
supply adequate to meet the needs of commerce and the national 
defense. 
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Now if you enact this bill, all that you are doing is telling the Com- 
nission that those are the objectives which you want it to accomplish 
snd that it may accomplish those objectives by fixing per diem charges 
ma level that will accomplish them without regard to this narrow 
construction of the statute which the Commission faced under the 
Palmer case. a 

That is all in the world that this legislation does. How anybody 
an object to it, I cannot understand. The assumption here is that 
dire consequences will follow the enactment of this legislation. That 
snot so. The Interstate Commerce Commission les between any 
wbitrary action that might be suggested, and no one suggests arbi- 

action. , 

This does not fix higher per diem charges at all. It simply gives 
the Commission the right to fix them at a level which will accomplish 
these worthy objectives that everyone concedes are desirable. Every 
nilroad in the United States would have a hearing before the ICC 
hefore any change was made over the objection of a segment of the 
industry. 

More than that, the enactment of this bill does not even mean that 
the Commission would fix these charges. Quite possibly, if you would 
enact and let it be known that the Congress expects per diem charges 
to be fixed at a level that will encourage more freight cars, quite 

ibly that mere fact would encourage the industry to get the job 
done itself. ‘That is a definite possibility. 

But unless you do take the shackles off the Commission and correct 
the mistake made by the Palmer case, if you by inaction suggest that 
you agree the per diem charges ought to be held to the bare minimum 
of ownership cost without any plus value or incentive, then those 
roads which always oppose any increase in per diem under any pos- 
sible condition will stand pat; they will dig their heels in the sand. 
They will say, “No, no; never, never, never.” But if you have this 
bgislation on the books and they are put on notice that the Commis- 
son may in a proper proceeding fix these charges at a level which 
will accomplish these objectives, then they certainly will be more 
amenable around the conference table. 

Most of the objection to this type of legislation comes from roads 
which are, in our judgment at least, deficient in car ownership. That, 
as the chairman suggested a moment ago, lies basically at the heart 
of this thing. The trouble is that not only are roads like those I 
represent seriously hurt in the process, but the public interest is hurt 
because you do not get enough freight cars. 

It happens that we might be better off to be faced with fewer losses 
and have more of our cars at home for use of our patrons if the per 
diem was higher, but the real reason for this legislation is the public 
interest in an adequate supply of freight cars, 

With respect to this existing charge, the Senate Committee made an 
interesting comment, if I can find it here. Here is what the Senate 
Committee said about the existing charge of $2.75 a day. After hear- 
ing to the effect that there were disagreements as to what the level 
should be, the committee said : 


Be this as it may, your committee is convinced, (1) that the current charge 
of $2.75 provides no profit for the car owner over and above the bare-bones cost 
of ownwership, if indeed it is sufficient for that purpose;(2) that the current 
charge is wholly inadequate to cover even the bare-bones cost of a new freight 
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car bought today at a cost which often exceeds $10,000 ; and (3) that the current 
per diem charges are wholly inadequate to provide sufficient incentive for ac. 
quisition or construction of additional new cars. 

If this committee wants to make a bad situation worse, then you 
should do nothing. If you want to create a condition which wil] 
stimulate industry acquisition, without even going to the Commission 
will stimulate acquisition of more freight cars and get quicker move. 
ment of those we have, will correct the limitation upon the Commis. 
sion’s power which was placed upon it by the Palmer case, and wil] 
make it clear that you think that the Commission should have the 
power to do the job which you place upon it by the Car Service pro- 
visions, then you should recommend the enactment of these Rogers. 
Avery bills. 

Now a word or two about the alleged difficulties that may follow this 
Now I remind you that these consequences that some of our opposi- 
tion foresee may or may not come. That depends on what happens 
after you have given the Commission the right to put a plus value in 
these charges. You don’t know and I don’t know what they would 
come up with afterward. So they are not hurt yet. They are not 
hurt by the enactment of this bill. : 

This bill just lays the principles out. The Commission would ap- 
ply them. That is why you created the Commission. 

Two or three things about Mr. Symes’ testimony. He talked about 
ownership formulas. He talked about one that is just fine for ter- 
minating railroads, just wonderful, let all the cars be supplied by the 
originating lines. : 

Now, that makes no sense and involves no true equity. 

The Interstate Commerce Commission has said that car ownershi 
ought to be based on use and that each railroad ought to own the 
cars that it would have to have if you transferred the lading at the 
junction and its own cars shuttle back and forth over its own railroad, 

Under that test most of the folks who are here opposing this 
legislation have nowhere near enough cars. 

Those of us who are supporting it have enough or more than enough 
under that formula and we think that is the right one. 

Mr. Jarman. Of course, in his testimony he did point out that his 
own line has already made arrangements to buy 23,500 freight cars 
in the next year. 

Mr. Martin. “Rebuild,” I think, is a better word. 

Certainly the Pennsylvania is doing a fine job in adding to its car 
supply now. It has been a little deficient in prior years, and perhaps 
for the reason he suggests, it does take money. 

But the fact remains that most of the railroads have not been buyin 
or building enough cars or you would not have this shortage whieh 
runs all the way from 200,000 down, or up. 

But running through what Mr. Symes said and running through 
what I am sure my friends sitting at the side will tell you tomorrow 
is a very interesting principle. 

They say in effect we terminate more traffic than we originate. 
More traffic comes on to our railroad for unloading than is loaded 
and goes off. 

The car service rules say if you have a foreign car on your railroad 
you must load it off before you can use one of your own cars. 
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Since we terminate more traffic than we originate we should not 
own any cars, we own too many already, and it is ridiculous to 
suggest that we don’t own enough because we always have more than 
we need. ; r . 

We cannot earn per diem. Even if we went out as you suggest 
and bought more cars they would rust on the rails of our ports 
hecause we could never get them off. 

Now, that is a beautiful theory, but it does not conform to the 
e Busu. Does that apply to each and every one of these com- 
panies that you have listed here, that they have more cars than they 
can use ? 

Mr. Martin. Sir? 

Mr. Busu. Does your statement apply to these companies that 
ou have listed here on the front page of your statement, that they 

ye more cars than they can use? 

Mr. Martin. No, I did not say that, Mr. Bush. 

Mr. Busu. You inferred that you had a surplus. 

Mr. Martin. No, I did not mean that. We would have a surplus 
if we could keep our own cars on our own railroad. We have more 
than we need to take care of our own business on our own railroad, 
but as I pointed out earlier, we cannot. We have to let these cars 

offline for use by others at this pittance of $2.75 a day. 

Mr. Busn. That is because you have to serve the public? 

Mr. Martin. You cannot force the transfer of lading, of course 
you can’t. I mention it only for the basis of determining what the 
ownership should be. 

Mr. JarMAN. You referred to a “pittance” of $2.75 a day. If these 
incentive bills were passed, what range of increase would you antici- 
pate would be necessary to bring forth the additional cars which you 
think the country needs? 

Mr. Martin. Mr. Jarman, that is a hard question. 

Mr. Jarman. Just roughly and speculating, I would be interested 
in your comment. 

r. Martin. I would go along with the suggestion of yesterday, 
something between $3 and $3.50, probably closer to $3.50 than $3 
might be necessary to get the job done. But that would be for the 
decision of the Commission. They would decide how much of a plus 
they thought was needed to get this job done. There are very elabo- 
rate accounting formulas that are available, and there is a great 
amount of argument among accountants as to which items should go 
inand which should come out. 

All of that, necessarily, would have to be resolved by the Com- 
mission and the amount of the plus would be decided by that Com- 
mission, and that is as it should be. 

Anyone who suggests that this bill should not be enacted is saying 
in effect, we cannot trust the Interstate Commerce Commission to do 
this job right, because these objectives everybody agrees are sound, 
solid objectives. And all that Congress is doing under this bill is to 
tell the Commission, “You accomplish those objectives and in doing 
so you need not be bothered by what the court said in the Palmer 
ease; we are telling you to fix it on the basis which is fair in your 
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judgment and which in your judgment will accomplish these objec. 
tives.” 

Now to get back to this theory of the terminating lines under whic) 
they say, “Well, we cannot own more cars because they would git 
on our railroad and we could never load them off and therefore they 
would never earn per diem.” 

Mr. Baumgartner, whose statement will be inserted in the record 
following mine, has an exhibit which will then become a part of the 
record which shows that these terminating lines, in fact, get their own 
home cars off line to a greater extent than most railroads, far greater 
than the average of all railroads. 

Now that is the fact, wholly inconsistent with the theory which 
they advanced. I will give you two figures. June 1, 1959, the Boston 
& Maine had 36.9 percent of its cars on its railroad, or 63.1 percent 
of its cars off line earning per diem. For all class I roads on the 
same days, they had 55.3 percent of their home cars on their own 
railroad and only 44.7 percent of their own cars off line. 

So actually, contrary to the theory and the contention of thes 
terminating roads, they are able to and do, year after year and day 
after day, load more of their cars off line and thereby earn per diem 
than do the average of all class I railroads. 

So if they would buy the cars, they would earn the per diem. That 
is what it comes down to. If everybody owned the number of cars 
he ought to own, then it would not make too much difference what 
the charge was because the debits and credits would offset each other. 

Mr. Busxu. You are in favor of these bills just because of this court 
case and no other reason? You say here that they already, the Com- 
mission through law, has the power to do the thing that you think 
should be done, that it can be done? 

Mr. Martin. They would have that power in my opinion, Mr. 
Bush, were it not for the limitation placed upon that power by the 
Palmer case which said that compensation 

Mr. Busu. That is the reason for these bills and nothing else? 

Mr. Martin. That is one of the reasons. 

Mr. Busu. That is what you said a while ago. 

Mr. Martrin. I was limiting that comment to the suggestion of more 
ICC power. I was trying to make it clear that the Commission's 
powers under the car service provisions are very broad, but the court 
came along and took a little piece out of them and the piece ought to 
be restored. 

But the objectives of this bill, I would advocate even if the Palmer 
case had never been decided. That just accentuates the need for it. 
I think it is time that Congress tells the Commission you want more 
freight cars in this country and you are going to put on them the 
responsibility of getting those freight cars and you are not. going to 
hamper them by legal technicalities in attempting to accomplish those 
objectives. 

Mr. Busu. How are you going to get freight cars with some of 
these railroad companies, if they don’t have the money to purchase! 

Mr. Martin. If they don’t have the money, let those who do have 
the money buy the cars and get a fair rental for them. You will get 
an adequate car fleet that way. You will get it that way. 
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Every week or so some railroad is spending $3, $4, $5 million for 
more freight cars and financing them. It is harder for some than it 
igfor others. But if there is this profit motive, if there is in the per 
diem charge an adequate compensation and incentive for ownership, 
you will find the cars bought, in my opinion. 

1 think I have kept you long enough. I thank you and tender 
myself to question ing. ; 

Mr. Witu1ams. Thank you very much, Mr. Martin. Like the wit- 
ness who preceded you, you have made a very forceful and thought- 
provoking presentation of your side of this case. 

Mr. Wuu1aMs. Mr. Springer. 

Mr. Sprincer. Mr. Martin, you have made a very good presentation 
of your position. There are two or three questions I would like to 
ask and I want to make a short statement here of a few lines as 

undwork for some questions. 

The chief line of questioning on the incentive per diem bills, H.R. 
6468 and the others, would seem to be that of developing just how 
the Commission can determine what may be the value of the car to 
the owner. 

Now it would seem relatively simple to determine compensation for 
the use of a car based upon the carrying charges for the car, but 
these bills go further ond require consideration of the value of the 
use to the owner. Thus, while per diem is $2.75 and the carrying 
cost of a $9,000 car might be around this or up to $3.50 per day, the 
average revenue in 1958 was some $21 per day per car. This is an 
average for all loaded cars. 

Now my question : Is the Commission to take into account the type 
of commodity carried and the revenue received ? 

Mr. Marttn. Yes, I think it would give consideration to those 
facts. But I would point out that perhaps H.R. 6468 requires the 
Commission to do that, but the bills I favor, the seven incentive bills, 
including the Rogers-Avery bills, do not require them to. They 
simply say that they may consider that factor along with others. 

Mr. Springer. If they believe that is necessary to do this particular 
job? 

Mr. Martin. Yes, sir. 

Mr. Sprincer. Now is this to be based on times of car surplus or 
car shortage ? 

Mr. Martin. Is the amount of the plus to be put into per diem ? 

Mr. Sprincer. That is right. 

Mr. Martin. Well, it would be at a given time on both, I would 
suppose. It would come into play most frequently of course during 
times of car shortage. If they created an adequate car supply, then 
there would be no further need for the plus. 

Mr, Sprincer. Now it is your thought that the plus would be placed 
on when there is the necessity of getting at this particular matter of 
returning the cars to the originating line? 

Mr. Martin. Yes and no, Mr. Springer. The plus ought to be 
placed on the per diem charge whenever there is a nationwide shortage 
or an inadequate national car fleet, as a stimulus to an increase in the 
total number of freight cars. But it could be put on and for that 
purpose it ought to be plus and kept plus until such time as the 
experts say they have enough freight cars in this country. 
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_ That is one objective. The other, the faster movement, might, wel] 
involve shorter periods of severe shortage. 

Mr. Sprincer. Now at times when there is an adequate 
would the plus be removed ? 

Mr. Martin. At the time when the national fleet of freight cars is 
said to be adequate, would it be removed ? 

Mr. Sprincer. Yes. 

Mr. Martin, I would think it might well be. 

Mr. Sprincer. Does that mean by your testimony then, that you 
would revert back to bare bones ? 

Mr. Martin. Yes, it does mean that. Bare bones with the right 
kind of accounting formula. 

Mr. Sprincer. | will let that answer stand. 

Is this based on the originating line getting a larger division of 
the total freight revenue received on the shipment ? 

Mr. Martin. I do not understand that question. Will you read it 
again ? 

Mr. Sprincer. Is this added incentive based on the originating line 
getting a larger division of the total freight revenue received on the 
shipment ? 

Mr. Martin. No, it does not have anything to do with division, 

Mr. Sprinecer. Is this based on the competition among originating 
carriers to serve a common shipper in times of car shortage ? 

Mr. Martin. Those are good questions. Read that again. 

Mr. Sprincer. Is this based on the competition among originating 
carriers to serve a common shipper in times of car shortage? 

Mr. Marin. To a degree, yes, Mr. Springer. It is based on the 
desire to get an adequate supply of freight cars, and when two railroads 
are serving one shipper and there are not enough freight cars in the 
country, then there is competition to furnish them for him and they 
can’t distribute the shortage. 

Mr. Sprincer. Let me put this last question in a bundle. In short, 
just how is the value of the use to be determined under H.R. 6468 
and other incentive bills which you are recommending ? 

Mr. Martin. I repeat, I recommend the Rogers-Avery bills as dis- 
tinguished from H.R. 6468, but I will answer your question by telling 
you how I think the incentive will produce more cars. That is it, is it 
not ? 

Mr. Sprrncer. That is right. 

Mr. Martin. And how the value-of-use factor will be given effect. 

Mr. Sprincer. That is the difference in your bill from the Harris bill 
for instance? 

Mr. Martin. H.R. 6468 is the Harris bill. 

Mr. Sprincer. That is the difference between the Rogers-Avery bills 
and the Harris bill? 

Mr. Martrn. Both refer to the earning power or value-of-use factor. 
H.R. 6468, as I recall, would require the Commission to give effect to 
that factor. The Rogers-Avery bills would permit the Commission to 
give effect to that factor. But be that as it may, you want to know 
how it works out ? 

Mr. Sprrneer. That is right. 

Mr. Martin. Of course, I cannot tell you categorically, because that 
is the job of the Commission and would be under this bill. But here 
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s what I think would materialize if we ever got to the stage of the 
Commission, if under the pressures of this bill we failed to solve the 
roblem within our own industry. 
I think the Commission would take testimony as to the earning 
wer, that is to say, how much does a freight car earn each day during 
rhaps different periods, and suppose they came up with $20 a day 
that a car 1s worth when you can use it. That would be true during 
riods of car shortage. It would be true during so-called normal 
riods when there was just a slight pinch of ashortage. At times other 
than a period of car surplus that would be a time you could use 
thecar and could earn, say, $20 a day. off: 

Now the Commission | think, in attempting to apply the provisions 
of this bill, would say “Well, now, of course, we do not propose to in- 
crease per diem charges to $20 a day. T hat is too much. That would 
place burdens on many roads.” Anyway, if you are going to make 
your plus a year-round proposition, it must average out the good 
times and the bad, the shortages and the surpluses, and so forth. So 
they might conceivably put a plus of only 50 cents a day, if they were 
thinking in terms of a continuing year-round plus that would give 
some effect to earning power. 

Now if they were thinking in terms of emergency action for only 
abrief period during an excessive car shortage, then they might well 
hike it substantially higher, maybe four, five, six, I don’t know. But 
inmy opinion that 1s the way they would approach it. _ 

If they were doing it for a brief emergency period, they might 
impose a relatively high charge. If they were trying to give effect 
toan earning power in a charge fixed for application throughout the 
year, I think it would have relatively minor effect, say 50 cents or 
something. 

That is the best answer I can give you. 

Mr. Sprincer. Actually, I think in this you are not looking to full 
value of use. 

Mr. Martin. I am not. 

Mr. Sprincer. You are looking, I would say then, to the problem 
of getting these cars back to you. Is that correct 4 

Mr. Martin. I am looking to the problem of getting the cars back 
to the owner lines, but I am looking a lot further than that. I am 
looking at increasing this total national car supply, Mr. Springer, 
just as much as I am to the return movement. 

Mr. Sprincer. Then you have a dual purpose, one to return the 
cars and the second to improve the number of cars until there is an 
adequate supply ? 

Mr. Martin. Yes sir, it is a double purpose. 

Mr. Sprincer. That is all, Mr. Chairman. 

Mr. Witt1aMs. Mr. Bush. 

Mr. Buss. How do you propose to increase your supply of cars? 

Mr. Martin. Make it profitable to own them. 

Mr. Busu. Well, that is not answering my question. How do you 
propose to produce these cars? You have to have money to ion 
them, first. Could any one of these companies which you represent 
goout and buy 20,000 cars? 

Mr. Martin. I don’t know. They don’t do it that way. 
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Mr. Busu. I know they don’t, but could they ? 
kind of money available ¢ 

Mr. Marrin. Some of us do. You can borrow money to buy rail 
road freight cars at about as cheap a rate of interest as you ra 
borrow for any purposé in the world because it is good security 
The so-called equipment trust certificate is a near gilt-edged ieeaae 
ment. So you can borrow money to buy or build freight cars at 
relative low-interest rates. 

Mr. Busu. So if you can get more cars and get this per diem rate 
boosted up, you can make money on that car just through the owner. 
ship of it because you get more for the rental, is that true? 

Mr. Martin. Yes, that is true, and I think that ought to be the 
case so long as you have an inadequate national supply of freight 
cars. You ought to put a plus in there to make it profitable to own 
them and profitable to buy them instead of, as now, a disadvantage 
from which everyone shrinks if he can possibly get away from it. 

Mr. Busu. You are for the per diem plan or the incentive plan? 

Mr. Martin. The incentive plan. 

Mr. Busu. You think that would do more to cure the situation you 
find yourself in ? 

Mr. Martin. I am not sure that it would, Mr. Bush, but I am cop. 
stitutionally opposed to compulsion when voluntary action is possible, 
I believe in letting free enterprise and economic law to do the job if 
it can be done that way. 

I think it can be dana that way. I think if you plus this charge 
by enough to make car ownership attractive, natural self-interest and 
economic law will operate to increase the car supply. If it does not 
work, then you might have to go to the penalty. 

Mr. Busu. Has your group made any studies of this situation that 
you can give us any information as to what their feeling is other than 
what you have already given us? 

Mr. Martin. You mean my group of railroads? 

Mr. Busu. Yes. 

Mr. Martin. They certainly have given a lot of study to this sub- 
ject. We have been trying for 15 years to get the per diem up within 
the industry, unsuccessfully, partly for the reason that has been 
suggested here. There are a lot of people who are pretty well satisfied 
with this situation under which they can take my car and, whether 
I like it or not, keep it and use it for their patrons at $2.75 a day. 

You cannot hate them for trying to preserve a beautiful advantage 
which they now have, but that does not make it right. I don’t think 
this committe is going to make it right, myself. But I am glad that 
they are making the effort. My president is one of the six members, 
too, with Mr. Symes and others he referred to. I hope they do a job. 
I think you would help them do a better pob if you would pass this 
bill. 

Mr. Busu. I still cannot see how you can improve the situation 
unless you find some money to do it with. 

Mr. Martin. You can borrow the money. Somebody can borrow 
the money. If the man who can borrow it does borrow it and build 
the car, as he will do, and make a little money on it, then you havea 
supply. 

Mr. Busu. Mr. Symes went as far as he could possibly go to borrow 
money for 23,500 cars? 
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Mr. Martin. I think he probably has. . 

Mr. Busu. Do you think he has gone about as far as he can go? 

Mr. Martin. I think that may be true, Mr. Bush. I would not 
contradict Mr. Symes’ statement in that respect. —e 
Mr. Busu. I would not contradict him in any of his statements, 
because I think he has had brilliant experience. babu 

Mr. Martin. I think he is wrong on the economic principles that 
underlie this legislation, but he is & great man. The Pennsylvania 
may be up to their neck in borrowing power. If he says so, I will take 
his word for it. But there are dozens of railroads who can go out 
tomorrow and borrow $3, $4, $5 million apiece on a boxcar program, 
dozens of them, and borrow it at reasonable rates of interest. 

Mr. Busu. In the East or in the West? 

Mr. Martin. There are more of them in the West than there are 
in the East, but there are many in the East that can do it and are 
doing it. ae 

Mr. Wii1aMs. Will the gentleman yield ? 

Mr. Busu. Yes. 

Mr. Witutams. I believe, in the case of Mr. Symes, he must have 
already found his money because he already has his boxcars on order. 
I believe he testified that would be sufficient for their needs, did he 
not? ' 

Mr. Martin. I don’t know whether he said that, but I am sure he 
found the money for this program he outlined. 

Mr. Busu. But he said he had about come to the end. 

Mr. Martin. The well was about to become dry. That is true with 
respect to the Pennsylvania. But it is not true for a great many 
railroads who with adequate incentive for car ownership would buy 
the cars to increase the national fleet. 

Mr. Bus. That is ali, Mr. Chairman. 

(Mr. Martin’s prepared statement follows :) 


§TATEMENT CONCERNING RELATION OF CAR RENTAL CHARGES TO CAR SHORTAGES 


My name is Eldon Martin. I am vice president and general counsel of 
Burlington Lines, with headquarters at Chicago. I am here to speak for a 
group of 14 important car-owning railroads, including: 


The Atchison, Topeka & Santa Fe Railway Co. 
The Chesapeake & Ohio Railway Co. 

Chicago, Burlington & Quincy Railroad Co. 
The Colorado & Southern Railroad Co. 

The Denver & Rio Grande Western Railroad Co. 
Forth Worth & Denver Railway Co. 

Great Northern Railway Co. 

Gulf, Mobile & Ohio Railway Co. 

Illinois Central Railroad Co. 

Louisville & Nashville Railroad Co. 

The Minneapolis & St. Louis Railway Co. 
Northern Pacific Railway Co. 

Western Maryland Railway Co. 

The Western Pacific Railroad Co. 


These railroads operate more than one-fourth of all the railroad mileage 
in the country, own about one-fourth of all the railroad freight cars now in 
service, and, significantly, own almost one-third of all the Nation’s boxcars. 

Our position on the bills before you may be stated briefly as follows: 

We favor and support H.R. 6551, H.R. 6789, H.R. 7008. HLR. 7020, H.R. 7130, 
HR. 7925, and H.R. 7937, which are identical bills embracing the incentive 
Principle, and are the same as S. 1789, reported favorably by the Senate Com- 
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mittee on Interstate and Foreign Commerce. Since two of these 
tive bills (H.R. 7925 and H.R. 7937) were introduced by members of the fy) 
committee, I will refer to these seven bills, collectively, as the Rogers-Avery H a 

We likewise support H.R. 6468, as an alternative, but generally would oeeie 
the Rogers-Avery bills. - 

As a group, we take no position on H.R. 5938, H.R. 6138, and H.R. 6469 which 
are identical bills embracing the penalty principle. . 

These statements will be clarified later but, at the outset, a few 
ments will set the stage and serve as background. 

The freight cars of the United States move indiscriminately over all ra 
Theoretically, when a particular car is thus used by nonowner railroads the 
owner is made whole by daily rental payments, known as per diem charges 
which currently are $2.75 per day. , 

We believe that car rental per diem charges are an important factor jn car 
supply and distribution, during car shortages and otherwise. We favor legisla. 
tion which would authorize higher per diem charges upon the ground that such 
higher charges will provide an incentive for increased car ownership, promote 
more expeditious movement of freight cars at all times, and, during a car short- 
age, will partially offset the revenue loss sustained by a car owner when his 
cars are appropriated by others. 

The bills now under consideration recognize the soundness of these principles 
but attack the problem in different ways. The Rogers-Avery bills would provide 
incentives for increased car ownership and more expeditious freight car moye. 
ments. H.R. 6469 and similar penalty bills would provide penalties against one 
or more carriers during periods of car shortage. These differences, that is, 
penalty versus incentive, should be borne in mind in your consideration of this 
legislation. 

However, before discussing the language of any particular bill, let me state, 
if I can, (1) the problem to be solved, (2) the conditions or causes which 
created it, and (3) the solution, as we see it. 

Briefly, the basic problem or objective is to get more freight cars. We don't 
have enough because.we have discouraged the acquisition or construction of 
new cars. The solution lies in substitution of an incentive which will make 
car ownership more attractive. I want to develop each of these points, but it 
will be helpful if you will bear in mind this simple statement of the problem, 
its cause, and its cure. 


identical ineep. 


Seneral com. 


ilroads, 


THE PROBLEM 


The problem, as this committee knows, is serious, recurring, and vital to our 
economy and our national defense. Bach member of this committee undoubt- 
edly has heard frantic pleas from his constituents when a factory, grain ele. 
vator, or industrial plant was shut down or its operation seriously disrupted for 
lack of freight cars. 

The Interstate Commerce Commission and the Association of American Rail 
roads have tried to cope with the problem without much success—in part because 
the ICC has been hampered by limitations on its statutory powers. 

This committee can help by sponsoring the enactment of appropriate legislation 
which appears to be necessary because all other avenues of relief have failed. 

I said earlier that the problem was simply one of getting more freight cars. 
That is the basic problem, but there are other serious although subordinate prob- 
lems which grow out of this fundamental difficulty, including the very practical 
problem of obtaining more efficient and more equitable ownership, distribution, 
and use of cars now in service. These subsidiary problems, however, would tend 
to disappear if the basic problem were solved. 

I turn-now to the conditions and causes which created this important problem. 


THE CAUSE 


Spokesmen for the Association of American Railroads have said that inade 
quate railroad earnings are the fundamental cause of an inadequate car supply. 
We endorse these statements concerning the inadequate earnings of the rail- 
roads, but emphasize the fact that the harmful effect of inadequate earnings, 
and the absence of the profit motive as an incentive for investment, is most 
clearly apparent in connection with acquisition and ownership of new freight 
cars. 

The basic reasons for our depleted inventory of freight cars, and the inefi- 
ciency and inequity which go with it, are not difficult to state or understand. 
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rest upon the sound and simple principle that one who must use a particu- 
iar article in his business will either own it, or rent it from others, is the light 
of his own selfish interests. Other factors being equal, he will rent, rather than 

if the rented article will serve his purpose and cost him less in the long 

This is particularly true if the article comes into his possession for- 
tuitously, without effort or negotiation, and he is lawfully permitted to use it 
by payment of a rental which he knows is far below its value to him or to the 
owner. This is true whether the article is an apartment, an automobile, or a 

ntcar. As I shall demonstrate in due course, this obvious principle explains 
the existence of our depleted inventory of freight cars, as well as the misuse 
and maldistribution of those now in service. 

per diem charges are too low to reflect the value of such cars to their owners, 

jally during car shortages. The present per diem charges of $2.75 per car 
per day do not cover the full current costs of ownership, such as depreciation, 
interest, taxes, repairs, et cetera, to say nothing of profit, and are far below the 
amount which a car owner could earn daily by the use of the car on his own 
railroad when a shortage exists. 

To us, this seems most unjust, on grounds of common fairness, but from the 
sandpoint of the national interest this theory is fraught with dangers which 
transcend injustice to a particular railroad. This is so because the policy re- 
ferred to actually discourages the construction of new freight cars and places 
a premium upon inadequate car Ownership. Concurrently, it creates serious 
problems for those railroads which own and maintain enough cars to perform 
their share of national transportation requirements and for the important 
shippers which they serve. 

Just so long as it is cheaper to rent a car than it is to own one—and that is 
the situation today—underbuilding will be the policy of strategically situated 
railroads, and construction will be held to minimum requirements. Conversely, 
however, if per diem charges were increased so as to make ownership more 
attractive than rental, the national car supply would automatically increase 
because the improvident lines, which now use cars owned by others, would be 
compelled, in their own selfish interest, to own more cars. 

It'is our considered judgment that adequate per diem charges would do more 
than any other single factor to produce an adequate supply of freight cars in 
this country and concurrently stimulate the expeditious movement of cars now 
in service. 

Per diem charges are now generally fixed by national agreement between the 
railroads. That practice should be encouraged, but if adequate charges cannot 
be thus established the Commission should be empowered to act, and Congress 
should prescribe standards which will insure an adequate national car supply. 
This can be done by the simple, self-executing method of making car ownership 
more attractive. - 

Now, however, we have a form of involuntary leasing and rent control which 
discourages car Ownership, places a penalty upon those railroads which buy or 
build new cars, and, conversely, encourages those which can do so to appropriate 
and use the cars of others instead of making a fair contribution to the national] 
inventory of such equipment. 

The explanation for our constantly recurring car shortages is as simple as 
that—and the cure or solution is just as obvious. 


THE SOLUTION 


The solution is to encourage the establishment and maintenance of per diem 
charges at a figure which will make it more attractive to an individual railroad 
to buy and own cars rather than rely upon its ability to use the cars of some 
other railroad received in interchange." Now, and for many years in the past, 
the charge has been so low as to make it more profitable to use cars owned by 
other lines. 

That part of a railroad’s net income which is retained in the business can 
be used for many worthwhile purposes, including acquisition of diesel locomo- 
tives construction of modern classification yards, installation of modernized 
signal systems, reduction of grades and curves, et cetera. Any such project will 
yield a far greater return on the investment than acquisition of new freight 
cars under the current per diem rates. Under these conditions little, if any, 
incentive exists for further investment in freight cars, and the railroad president 
who authorizes such an investment is necessarily hard put to justify, to himself 
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and his stockholders, an investment in property which will produce littl 
return and which often is not available when it is most needed. —— 

The prospective purchaser of freight cars wants and needs reliable ass 
that per diem charges will be fixed sufficiently high for car ownership oe 
profitable and desirable form of investment. Conversely, every railroad — 
be put on notice that it will no longer pay to shrink from compliance wilh 
duty of owning and maintaining a fleet of freight cars adequate to car 
proportion of the traffic moving over the Nation’s rail network. Unless this 
done, the shipping public will continue to suffer from recurrent seve . 
shortages. Te car 

The present statutory powers of the Interstate Commerce Commiss 
ently are inadequate to enable it to increase per diem charges for the pu 
of promoting greater efficiency in the use of cars, and to the end thorn 
national inventory of freight cars may be increased. In Increased Per — 
Charge on Freight Cars, 268 ICC 659, the Commission ordered an inven 
the per diem rate to accomplish these objectives. On complain of railroads 
having a deficiency of car ownership and accustomed to rely heavily op thet 
ability to utilize the equipment of other railroads, the order of the Commissi r 
was set aside (Palmer v. U.S., 75 F. Supp. 68). The precise legal effect of that 
decision is not entirely clear, particularly with respect to the Commission’ 
emergency powers but it is obvious that legislation is needed to overcome the 
possible adverse effects of the Palmer case, and to make it clear that the Com 
mission should not be hampered in its efforts to “provide just and reasonable 
compensation to freight car owners, contribute to sound car-service practi , 
and encourage the acquisition and maintenance of a car supply adequate if 
meet the needs of commerce and the national defense.” 

I have just quoted the concluding phrases of the Rogers-Avery bills, The 
railroads for which I speak endorse these bills as sound and constructive legis. 
lation. In effect, they would simply authorize the Commission, as a part of its 
continuing regulatory power, to prescribe compensation for the use of freight 
cars on a basis which will encourage the acquisition and maintenance of a car 
supply adequate to meet the needs of commerce and the national defense, 

Per diem charges established in conformity with these principles would (1) 
provide an incentive to all railroads to procure and maintain an adequate car 
supply, (2) encourage more expeditious movement of all such equipment, and 
(3) provide partial reimbursement to car owners for losses suffered when their 
equipment is appropriated by other railroads. 

The first of these objectives has been discussed. It can and should be attained 
os a method so obvious, simple, and effective that it should have been adopted 
ong ago. 

The second objective is more complicated and more difficult of attainment. 
It is generally conceded that higher daily rentals would expedite car movements 
during periods of light or normal business. It can be argued that higher per 
diem charges during a car shortage will not expedite the movement of freight 
cars or hasten their return home because the user can still make money by 
using them at a rental twice or three times the normal charge. This argument 
has some substance—but it is nevertheless hard to believe that a higher per 
diem charge would not, in some degree, operate to expedite the movement of 
freight cars, because that would be the only way to reduce the incidence of the 
charge. The same principle, applied to demurrage charges, has been effective 
in bringing about quicker release of cars by shippers. In fact, the court decision 
mentioned above recognized the soundness of the principle that “any charge upon 
a time basis furnishes an incentive for prompt return of the property” (Palmer y. 
United States, 75 F. Supp. 63, 68). 

Be this as it may, simple justice suggests that the improvident railroad should 
not profit from its own wrong when it takes from the provident car owner not 
only the car itself but also the profits resulting from its use. This gross inequity 
would be partially corrected by the Rogers-Avery bills. This is the third objective, 

A railroad which owns an adequate supply of cars will not suffer from the 
imposition of higher per diem charges because its payments for the use of foreign 
cars will be offset, substantially, by receipts from the use of its cars by foreign 
lines. On the other hand, the improvident railroad which owns few, if any, 
cars and is doing business on the car investments of others will have a debit 
balance in its per diem account until such time as it acquires more cars. This 
is as it should be. 

It may be argued by the improvident lines, which do business on the car it- 
vestments of others, or by certain railroads which find themselves, fortuitously, in 
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jon of cars unloaded on their lines, that higher per diem charges would 
oon them a severe financial burden in the form of increased car rentals. 
In the first place, this burden would not generally arise, because a railroad 
finds itself in possession of a freight car during a serious car shortage can 
from its use from 3 to 10 times the amount of the current car rental charges, 

god in times of slack business the incident of the charge would be necessarily 


In the second place, even if some slight additional burden were thus placed 

yon a few railroads, that fact would not justify confiscation of the car owner’s 

rty. “Confiscation may result from a taking of the use of property with- 

gat compensation quite as well as from the taking of the title,’’ Chicago, M. & St. 

p. Ry. Co. V. Minnesota, 134 U.S. 418, 458; Chicago, R. I. d P. Ry. Co. v. United 
, 284 U.S. 80, 96-97. 

ghird, machinery is available in the Car Service Division of the Association 

of American Railroads, and, indeed, in the Interstate Commerce Commission, to 

any true inequity which may result from application of these sound 

ples. So-called per diem reclaims, which permit readjustment of car-hire 

under special circumstances, are frequently adopted for this purpose. 

jn connection with the alleged burden upon the so-called debit railroads, which 

dp not own enough cars to take care of their requirements, it is important to 

jar in mind that payments by the debit lines for the use of cars owned by 

qher railroads are deductible as operating expense for Federal income tax 

, whereas the rentals thus received by a car owner are taxable income. 

of course, this compounds the injustice to the car owner as well as the unjust 
arichment of the car user. 

Still another element of this injustice is the fact that the improvident railroads 
which own few, if any cars, thus avoid the risks inherent in capital investment, 
yg well as payment of interest charges during times of light business. Theo- 
wtically, of course, the per diem charge includes an interest factor, but the point 
here made is that the improvident lines force others to incur the risks of 
ach investment, can well afford to pay substantially higher per diem charges 
during periods of heavy business, and would, of course, pay less in the agegre- 
gte for car hire during periods of light business. Remember, too, that during 

ods of heavy business the terminating lines often receive increased demurrage 
darges which tend to offset increased car-hire charges. 

Perhaps a brief word should be said about the contention that during a period 
tear surplus, a terminating railroad cannot earn per diem on freight cars which 
itmay own because the car service rules contemplate the loading of foreign cars 
fr homeward movement in preference to the loading of a home ear for off- 
line movement. This contention has little substance in fact, notwithstanding its 
theoretical plausibility. In the first place, car service rule 1—the rule thus 
inyoked—is somewhat ambiguous, and subject to interpretation, because the orig- 
inating carrier is privileged to decide what constitutes a “suitable” car for off- 
line loading. More important, perhaps, is the fact that, according to recognized 
records, those railroads which invoke this argument somehow find a way to 
maintain a relatively low percentage of home-owned cars on their lines. In 
wher words, the burdens of a car surplus are pretty well spread over all the 
nilroads of the country, whereas the burdens of a car shortage—which we have 
aperienced more or less continuously for several years—are borne primarily by 
the originating railroads, including those which I represent. 

It has also been suggested, by those railroads which benefit from low car 
rental charges, that an increase in such charges would tend to prolong the use 
of overage equipment. Of course this argument presupposes an increase in 
the national car fleet, but if this desirable result should produce a car surplus, 
isit not obvious that the older cars would be retired first, and that the average 
age of the entire fleet would thus be reduced, exactly contrary to the specious 
agument thus advanced? 

Finally, the arguments of those who would perpetuate the present injustice 
completely overlook the fact that if each railroad in the United States owned 
the cars which it ought to own to take care of its requirements, no serious 
national car shortage could occur, and the level of car hire charges would be- 
cme a factor of little importance. Each railroad ought to own the number 
of cars which it would need if the lading were transferred at the junction, or 
interchange point. ‘The Interstate Commerce Commission has said that this is the 
joint legal obligation of the railroads (Huerfano Coal Co. v. C. & S.E.R.R. Co., 
BLOC. 502, 506). If each and every railroad would fulfill this obligation, 
erious car shortages would become far less frequent and no railroad would be 
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burdened by relatively high car charges, because each carrier would eg 

when one of its cars was used by another railroad—exactly the amount which 
paid for the use of a foreign car. In other words, per diem debits and it 
diem credits would tend to offset each other. This is just another way of sa Per 
that any railroad which complains that car hire charges are too high an 
matically convicts itself of inaedquate car ownership, unwillingness to Denti 
share of the joint obligation above referred to, and a desire b 
unjust practice of doing business on the investments of others. 

In our judgment, the Rogers-Avery bills (H.R. 7925 and H.R. 7937) would 
tend to correct this inequity and—more important from the viewpoint of th 
national interest—would compel the “improvident” lines, in their own selfish oie 
est, to make a more equitable contribution to the national car supply, 4 blow 
to the pocketbook is still a powerful incentive for action. 

After a generation of recurrent serious car shortages, which are becom 
more frequent and more serious from year to year, is it not apparent that correc. 
tive action is long overdue? The ICC and AAR can avoid most of the adverge 
consequences of a car surplus, by appropriate orders or directives and, certainly 
any problems connected with a car surplus are no more serious than the problem 
of recurrent freight car shortages. In any case, is it not about time to Solve 
the problem at hand, and meet other problems if and when they arise? 

We believe that legislation like the Rogers-Avery bills would discourage these 
unjust practices; encourage the construction and maintenance of an adequate 
national car supply ; and promote the expeditious distribution, interchange, moye. 
ment, and return of freight cars to their owners. Accordingly, and without 
reservation, we recommend its enactment. 

Now, just a word or two about H.R. 6468. This bill, sponsored by the Inter. 
state Commerce Commission, adopts the incentive principle which we favor, and 
we approve this bill for the same reasons which I have advanced in support of 
the Rogers-Avery bills. In effect, it provides that per diem charges shall bp 
fixed on a maximum reasonable basis as an incentive for construction and maip. 
tenance of an adequate national supply of freight cars and that the Commission 
in fixing such charges, shall consider the earning power, or value of the use ot 
such equipment, which is lost by the owner when it is used or appropriated 
by others. These principles are likewise embodied in the Rogers-Avery bills but 
the latter bills are somewhat broader in the sense that they would authorize and 
direct the Commission to fix per diem charges upon any basis which in its judg. 
ment will “provide just and reasonable compensation to freight car owners 
contribute to sound car service practices, and encourage the acquisition and 
maintenance of a car supply adequate to meet the needs of commerce and the 
national defense.” The Rogers-Avery bills would make it clear that the Con- 
mission, in carrying out the objectives thus stated, should not be frustrated by 
legal technicalities or lack of adequate statutory authority. We think HR. 
6468 is a good bill, but we prefer the Rogers-Avery bills as a more effective ap- 
proach to the problem. 

Finally, a brief word about H.R. 6469, which is identical with H.R. 5938 
and H.R. 6138. This is a true penalty per diem bill. It would give the Con- 
mission emergency power to require the assessment of surcharges or penalties, 
in addition to the established per diem charges, when a shortage or threatened 
shortage of freight cars exists, and these surcharges could be imposed upon one 
or more carriers, with respect to any type of freight car, in any section of the 
country. I said earlier that, as a group, the railroads for which I speak take 
no position on this bill. This is because Some members of our group support 
the bill, others oppose it, and still others support part of it and object to part 
of it. Most of the opposition, within our group, arises from the “selectivity” 
of the bill, that is, those provisions which would authorize penalties or sur 
charges, for example, against a single carrier, on a single class of equipment, 
within a single limited territory. Most of our group favors surcharges during 
car shortages, and would not object if they were applied only to a particular 
type of equipment, such as box cars, but many of us thing such surcharges, if 
assessed, should be applied to all railroads in all sections of the country. Some 
members of our group strongly support H.R. 6469 in its present form. Others 
would support it if it were amended to eliminate some of the selectivity. But, 
as indicated above, in my position as a group spokesman, I neither support nor 
oppose the bill in its present form. 

Incidentally, and by way of support for the principle of a per diem sur 
charge during periods of car shortage, I refer to the code of per diem rules of 
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the Association of American Railroads. A note appended to rule 19 of that 
eode provides : , ; : : 

ue * * Generally as between the provident and improvident roads it must be 

jzed that if in time of great car demand the improvident road has to be 
assisted for the benefit of its patrons and its territory at the expense of the 
rovident road, there must necessarily be Set up some method of compensation 
for the provident road and this of necessity may go beyond mere car hire * * *.” 

The principle also has been recognized by the Interstate Commerce Commis- 
sion. In re Car Shortage, ete., 12 ICC 561, it was pointed out that during 
times of great need the holder (of a freight car) “could earn perhaps 10 times 
the amount that he would be compelled to pay by using the foreign car,” and 
it was suggested that a rule might be adopted under which car rental charges 

r day might be increased ‘“‘possibly fourfold during the latter half of the 
ear, when cars are most needed.” 

These sound principles have been forgotten for many years, but they em- 
nasize the importance of giving effect to the earning power, or value of the use, 
of a freight car, when per diem charges are fixed, and likewise emphasize the 
jmportance of a congressional declaration in support of this principle which, in 
practical effect, runs through each of the bills now before you. 

In conclusion, I want to invite your attention to some facts which dramat- 
jeally call for enactment of legislation of the type now before you. You know 
and I know that we have had recurrent freight car shortages for more than a 
generation, and that your constituents have appealed to you, year after year, 
for help in solving this problem. You know, also, I think, that such appeals 
or complaints are exceedingly rare with respect to semitrailers which, in the 
trucking industry, are the counterpart of the railroad freight car. Why is this 
so? The first reason is that although truckers may and do frequently inter- 
change equipment, they are not required by law to do so, whereas the railroads 
must permit their freight cars to move beyond their lines, on other railroads, 
regardless of their wishes, their need for the equipment, or the rental which 
they receive for use of their cars by other railroads. In times of heavy business 
a trucker can maintain complete control over all of his equipment, refuse to 
part with its possession, and thus preserve to himself and his patrons the use of 
equipment which is far more valuable, under such conditions, than any reasonable 
rental. The railroads cannot do this. We can put a valuable freight car into 
service today, and never see it again for months or even years, and, meanwhile, 
it will earn for other railroads from 4 to 10 times the amount of rental which 
they pay to the owner. 

More important, perhaps, is the fact that a new railroad freight car costs today 
$9,000 or $10,000 and, once it leaves the lines of its owner, can be “taken” by 
other railroads for a pittance of $2.75 per day. On the other hand, a new truck 
semitrailer can be bought for about $6,500 and, if the owner chooses to let it go 
beyond his lines, he receives as rental, generally, $8 per day. In other words, 
for a trailer which is worth substantially less than a freight car, the owner- 
trucker receives in daily rental almost three times as much as the owner- 
railroad and—if he chooses to do so—he can keep his equipment for his own 
use at all times. 

Here, in a few words, is a reason why we have a continuing adequate national 
supply of highway trailers, and a continuing inadequate supply of railroad 
freight cars. Here, also, is one of the most powerful arguments which can be 
advanced in support of legislation like the Rogers-Avery bills, which would 
authorize and direct the Commission to give effect to such facts in fixing the level 
of railroad per diem charges. 

It is understood that the Association of American Railroads has appointed 
acommittee of presidents to wrestle with this problem of recurrent freight car 
shortages, and that this committee will consider the effect of per diem charges 
as an element of the problem. This is an encouraging development, but does 
not alter the urgent need for legislation of the type here under consideration. 
The deliberations of the AAR committee can continue concurrently with the de- 
liberations of this committee and the Congress. This problem has persisted 
for so many years that no individual or group with any interest or respon- 
sibility—including the members of this committee—should rest on its oars. If 
the AAR committee should solve this problem during the current year, such 
action would be cause for general rejoicing but, meanwhile, and in view of the 
danger of a serious car shortage within the next few months, we doubt that 
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this committee will or should do nothing when a concrete and constructive pro- 
posal is before it for consideration. 

We respectfully urge this committee to release promptly a favorable 
on the Rogers-Avery bills, or such other similar legislation as will serve Notices 
on the Interstate Commerce Commission, as well as the interested railroads, 
that car rental charges should be established upon a level which “wijj provide 
just and reasonable compensation to freight car owners, contribute to sound 
ear service practices, and encourage the acquisition and maintenance of a 
ear supply adequate to meet the needs of commerce and the national defense.” 


Teport 


Mr. Wuaiams. Mr. Martin, thank you very much. 
Mr. Baumgartner. 


STATEMENT OF D. A. BAUMGARTNER, GENERAL SUPERINTENDEN? 
OF TRANSPORTATION, THE ATCHISON, TOPEKA & SANTA FR 
RAILWAY CO., CHICAGO, ILL. 


Mr. Baumaartner. I want to state, Mr. Chairman, that my state. 
ment, which will be inserted in the record, supports Mr. Martin in 
everything he states. In addition, Santa Fe Railroad as such sup. 
ports the per diem penalty bills H.R. 5938, H.R. 6138, and H.R, 6469, 

(Mr. Baumgartner’s prepared statement follows :) 


STATEMENT OF D. A. BAUMGARTNER, GENERAL SUPERINTENDENT OF TRANSPoRTi- 
TION, THE ATCHISON, TOPEKA & SANTA FE RAILWAY Co., CHICAGO, ILL, 


I am familiar with the testimony at these proceedings by Mr. Eldon Martin, 
vice president and general counsel of the Burlington Lines, and the Santa Pe 
subscribes and supports the position as stated by Mr. Martin. The Santa Pe 
has experienced serious boxcar shortages in past years and is concerned about 
the future, unless there is a substantial increase in the national boxcar owner. 
ship. Shortages on the Santa Fe have occurred despite the fact that its owner- 
ship of boxcars is, and has been, sufficient to take care of the needs of its 
patrons. On January 1, 1948, the Santa Fe ownership of box and covered 
hoppers amounted to 34,793 cars. On January 1, 1959, the ownership was 
43,436, or an increase of 25 percent. Weight-carrying capacity increased 33 
percent. The covered hopper car is increasing in popularity, and is utilized 
to transport many bulk commodities that formerly moved in boxcars. Also, 
the Santa Fe has increased its ownership of open-top cars to keep pace with 
requirements. On January 1, 1948, the Santa Fe owned 16,388 gondola, open 
hopper, and flatears; and on January 1, 1959, its ownership was 20,159 ears, 
or an increase of 23 percent. The weight-carrying capacity increased 47 per. 
cent. Would like to discuss in the following the relationship of ownership 
formulas and per diem rates, and why a higher per diem rate should produce 
an adequate freight car ownership. 

The per diem rates in effect presently, and in the past, have been too low to 
accomplish the basic objective of increasing the national freight car ownership, 
for the reasons stated by Mr. Martin. 

Further, the combination of the low per diem rate and the nonobservance of 
car service rules has not permitted the carrier who has an adequate ownership 
of freight cars to have control over such cars during periods of heavy loading 
and car shortages. Car service rules are not mandatory, and, to my knowledge, 
penalties have never been exacted for violation of those rules. There is no pro- 
vision for a penalty in the per diem rules for nonobservance of car service 
rules. The result is that during periods of heavy loadings and car shortages, 
the car service and per diem rules do not fulfill their basic purpose and objec 
tive of effecting prompt and orderly return of cars to their owners. It neces 
sarily follows that with an inadequate national ownership of freight cars, the 
ability of a railroad to protect its loadings is determined less by the number of 
cars it owns in relation to its needs, than by other circumstances—one of the 
most important being the number of cars which a railroad may load in relation 
to those which it unloads. 
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Although many ownership formulas have been considered in the past, the 
formula that will provide an adequate freight car ownership is the so-called 
yse formula. However, this formula will not accomplish this objective unless 
r diem rate is sufficiently high to overcome the situation that has pre- 
yailed in the past whereby it is cheaper to rent a car than to own a car. The 
yse formula provides that each carrier should own sufficient cars to protect the 
movement of all traffic on its line; in other words, its ownership of cars should 
be commensurate with its use of cars. I have not heard of any other formula 
that will offer the same assurance for an adequate car ownership. The use 
formula can be described as one which would require each line to own sufficient 
freight cars to transport on its line only, all freight traffic offered to it, regard- 
jess of whether the traffic originates on its line or is received from connections. 
There has been a theory expressed by some lines in defense of an inadequate 
freight car ownership, to the effect that lines that terminate more traffic than 
they originate should not be expected to own sufficient cars to take care of their 
needs, because the car service rules would not permit the desired utilization of 
such cars When on owners’ rails. Car service rules must be adapted to, and be 
secondary to, the principle that each line should own cars commensurate with 
its use of cars. If a carrier is a predominantly terminating carrier, and, there- 
fore, always has sufficient foreign cars on its line to protect the origination of 
traffic, and as a result would not necessarily be required to own any, or many, 
ears in order to protect its loading, it is very likely that the carrier will be 
indifferent to its obligation to own sufficient cars to transport the traffic moving 
over its line. As has happened frequently, such lines may adopt the position 
that they do not have such an ownership obligation, because the car service rules 
would require them to use the foreign cars for much, or most, of their loading, 
and would forbid the loading of their own cars to destinations off line. The 
result, they say, would be to penalize them financially as a result of not earning 
rental from their cars off line to the same degree that they must pay rental for 
the foreign cars on line. Do not agree that the present car service rules would 
work such a hardship on predominantly terminating carriers. The records do 
not support this allegation. If many carriers do not own cars in sufficient num- 
ber to provide transportation for traffic moving on their line, what line or lines 
should be expected to take up the slack, and how can it be expected that there 
will ever be an adequate car supply? Would like to emphasize that car service 
rules should not be used by any line as an excuse for an insufficient freight car 
ownership, and that it is absolutely essential that the per diem rate be high 
enough to provide the incentive for all lines to own cars equal to their use of cars. 
After the latter has been accomplished, the car service rules can be modified 
to take care of serious inequities, if any, that might occur with predominantly 
terminating carriers. No line would suffer financially and the freight car fleet 
would be sufficient to permit the railroad industry to transport traffic offered 
to it without the car shortages that cause serious inconvenience the shippers 
and result in temporary and permanent loss of traffic to the rail lines. 

In addition to accomplishing the basic objective of increasing the national 
car ownership, a higher per diem rate would also result in a better utilization 
ofcars. The handling of foreign empties, in particular, would be expedited, and 
there would be a faster and more substantial return of such cars to their owners. 
An increase in the number of home cars on owners’ rails would result in a 
much more frequent inspection of the condition of such cars. They would be 
kept in better condition, and the quality of the freight cars generally would be 
improved substantially, which would be of inestimable value to the industry as 
a whole. Certainly, there is not the same inclination for a railroad to be 
concerned about the condition of foreign cars on its line, and to spend the 
hecessary sums to upgrade for high class loading, as there is in the conditioning 
and upgrading of its own cars. A higher per diem rate would also be a deter- 
rent to carriers who permit so many cars to become bad order and unserviceable 
during periods of sub-normal loadings. The knowledge that the use of foreign 
instead of system cars for current loading would be more costly than at present, 
and the inability to have cars available for use with the cessation of the sub- 
normal loading period, should result in practices that would not permit the 
large accumulation of bad order cars that has occurred in the past during lighter 
than normal loading periods. This has proved to be a serious handicap in 
meeting the shipping demands with resumption of normal loadings. 
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Statement showing total cars owned, number and percent home cars one i 
weekly loadings 
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B. & M.| N.H. | N.Y.C. | P. RR. |A.T. &8.F. All class 

T roads 

mbes Salita —|———_|___ 

Ownership, June 1, 1959_....-...-.-.------ 5,765 | 7,650 | 111,225 | 162, 646 86, 201 | 1, 792, 
Home cars on line, June 1, 1959._...---- 2,125 | 2,941 61,171 | 123, 551 52,087 |” 94 bl 
Percent of home cars on line, June 1, 1959. 36.9 38. 4 55. 0 76. 0 60.4 1,304 
Loatings, week ending June 61008. ....-. 3,125 | 4,880 38, 910 58, 816 27, 182 mht 
OGwenenen, Avt.'1, TU60.- 5 5.022.4..-%. 5,828 | 7,772} 112,161 170, 948 86,085 | 1 Tre 
Home cars on line, Apr. 1, 1959_...--.-- 2,241 | 3,043 | 63,157 | 133, 036 48, 932 | 1' ogi’ he 
Percent of home cars on line, Apr. 1, 1959. 38. 5 39. 2 56.3 77.8 56.9)” 105 
Loadings, week ending Apr. 4, 1959.......| 3,269 | 5,094] 34,601 | 52,046 25,983 | goat 
Ownership, Feb. 1, 1959...’ 5,877 | 7,757 | 112,947 | 171,037 88,193 | 1, eee 
Home cars on line, Feb. 1, 1959.....------ 2,558 | 3, 133 69, 547 | 135, 509 52, 920 | 1! 040’ agp 
Percent of home cars on line, Feb. es 1959... 43.5 40.4 61.6 79. 2 60.0) ° = 
Loadings, week ending Feb. 7, 1959.....--| 3,004] 4,885| 33,072| 44,299 23, 480 600, 
Ownership, Dec. 1, 1958..._--- aisSos2 5,912 | 7,760 | 113,413 | 171, 460 88, 264 | 1 TR 643 
Home cars on line, Dec. ‘ NOR st 2,285 | 3,023 62, 008 128, 196 51, 685 1; 008,24 
Percent of home cars on line, Dec. 1, 1958... 38.7 39.0 54.7 74.8 68.6 | | a, 
Loadings, week ending Dec. 6, 1958... ee 3,097 | 4,719 34, 659 42, 966 26,543 | 630, 44 
Ownership, Oct. 1, 1958___._....---.------ 6,008 | 7,766 | 114,999 | 171,393 88, 433 | 1, 737,395 
Home cars on line, Oct: 1, 1958... --- 2,320 | 2,802 69, 763 | 129, 835 55, 603 " 992 4g 
Percent of home cars on line, Oct. 1, 1958... 38. 6 36.1 60. 7 75.8 62.9 | ° 79 
Loadings, week ending Oct.'4, 1958... _- 3,340 | 5,724 36, 999 53, 056 28,475} 73 18 
Ownership, Aug. 1, 1958_...-.-...------ 6,060 | 7,847 | 116,120 | 171,799 88, 670 | 1,744, 459 
Home cars on line, Aug. 1, 1958...----- 2,794 | 3, 306 73,026 | 129, 542 59, 433 1; 088, 339 
Percent of home cars on line, Aug. 1, 1958. 46.1 42.1 62.9 75.4 67.01 ' a4 
Loadings, week ending Aug. 9, 1958___-- 3,074 | 4,823 35, 060 48, 402 24, 116 654, 905 
RE 
Source: AAR Reports CS-8A, CS-61A, CS-54-1A. 
Statement showing home cars on home rails 
genes greta sient arenes nn 
Total box 
Road Date l 

Cars Number of| Percent | Numberof 

owned home cars on line | home cars 

on line off line 
aed 445 sb dobi ba Sdn ete May 1, 1959 4, 270 1, 331 | 31,2 2, 989 
Feb. 1, 1959 4, 308 1, 342 31,2 2, 966 
Nov. 1, 1958 4, 318 973 22.5 3, 345 
Aug. 1, 1958 4, 346 1,317 30,3 3,029 
May 1, 1958 4, 370 1, 931 44,2 2, 439 
Jan. 1, 1957 3, 989 649 16,3 3,340 
Jan. 1,1956 3, 253 790 24.3 2, 463 
Pec re, ne May 1,1959 5, 912 2, 106 35.6 3, 806 
Feb. 1, 1959 5, 939 1, 984 33, 4 3, 955 
Nov. 1, 1958 5, 942 1, 325 22,3 4,617 
Aug. 1, 1958 5, 948 1, 988 33,4 3,960 
May 1, 1958 5, 045 3, 003 50.5 2, 942 
Jan. 1,1957 5, 943 1, 327 | 22,3 4,616 
Jan. 1,1956 5, 962 1, 255 21.0 4,707 
PIR GPM Adio bid adcnnne sing Unuweakwh May 1, 1959 39, 748 16, 773 42,2 22, 975 
Feb. 1, 1959 39, 818 16, 957 42.6 22, 861 
Nov. 1, 1958 39, 850 12, 585 31.6 27, 266 
Aug. 1, 1958 39, 824 19, 348 48.6 2, 476 
May 1, 1958 39, 944 21, 344 53,4 18, 600 
Jan. 1,1957 38, 667 17, 661 45.7 21, 006 
Jan. 1,1956 38, 501 14, 757 38,3 23, 744 
PC ao eden séawtosneteqdactaal ae eee 716, 769 - 288, 965 40.3 427, 804 
Feb. 1, 1959 721, 730 321, 466 44.5 400, 284 
Nov. 1, 1958 725, 468 249, 420 34,4 476, 048 
Aug. 1, 1958 730, 385 319, 687 43.8 410, 608 
May 1, 1958 734, 098 373, 815 50.9 360, 283 
Jan. 1,1957 725, 477 228, 329 31.5 497, 148 
Jan. 1, 1956 716, 845 208, 555 29,1 508, 290 











Source: AAR Reports CS 61-A and CS 15-A. 


Mr. Wiriiams. Thank you very much, Mr. Baumgartner. 
The committee will stand in adjournment until 10 o’clock tomorrow 
morning. We will have three more witnesses scheduled for tomorrow 
and we should be able to complete the hearing by noon. 


(Whereupon, at 1:05 


at 10 a.m., Friday, July 10, 1959.) 


p-m., the committee adjourned, to reconvene 
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FREIGHT CAR PER DIEM 


FRIDAY, JULY 10, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND 
A¥RONAUTICS OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D.C. 
The subcommittee met at 10 a.m., pursuant to recess, in room 100B, 
George Washington Inn, Hon. John Bell Williams, chairman of the 
sibecommittee, presiding. 
Mr. Wixu1ams. The committee will come to order, please. 
This morning the committee continues its consideration of H.R. 5938 
and related bills, dealing with the subject of freight car shortages. 
Our first witness this morning is Mr. Patrick M. McGinnis, president 
ofthe Boston & Maine Railroad, Boston, Mass. 


STATEMENT OF PATRICK M. McGINNIS, PRESIDENT, BOSTON & 
MAINE RAILROAD 


Mr. McGinnis. My name is Patrick M. McGinnis. I am president 
of the Boston & Maine Railroad. I was formerly president of the 
New York, New Haven & Hartford Railroad, and prior to that time I 
had 22 years of experience as a financial student and expert of railroad 
and finance in Wall Street. 

| appear today in opposition to the House bills concerning per 
diem, and I speak on behalf of the Boston & Maine Railroad and the 
New York, New Haven & Hartford Railroad. I should like to file 
vith the committee my formal statement of about 13 pages, and also 
ittached thereto a statement by Mr. C. C. Shannon, executive vice 
president of the New York, New Haven & Hartford Railroad. 

Mr. Witt1ams. Without objection, let them be received. 

(The statements referred to follow:) 


STATEMENT OF PATRICK MCGINNIS, PRESIDENT OF Boston & MAINE RAILROAD 


Iam appearing in opposition to three bills that are before this committee, 
§. 1789, S. 1811, and S. 1812. I oppose these bills for three major reasons: 

1. The exercise by the Commission of the powers vested in it by these bills 
would not accomplish the objective of increasing the car supply which apparently 
the framers of these bills envisage would flow as a result of the exercise of these 
powers. The Commission has sought to exercise such powers in the past, and, as 
lam advised by counsel, its attempted exercise of such powers has been judicially 
et aside on grounds, among others, that a high car rental charge has no relation 
to the attainment of the regulatory objective of an increased car supply, but 
would on the contrary merely serve to impose a heavy burden of wasteful and 
wstly expense on the terminal carriers without accomplishing any constructive 
resultin the national interest. 
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2. If the powers which these bills would grant to the Commission 
exercised by it in the way that it has in the past indicated it wi) 


Should be 


get : : : g L exerej 
them, it will be financially ruinous to the Boston & Maine as well ag to ~ 


: : : 7 ; al 
railroads of this country which are predominantly terminal carriers, eee 
mean all railroads which, like the Boston & Maine, serve densely populate 


areas of freight consumers and which, therefore, terminate a g 
traffic than they originate for shipment off-line. 

3. We have strong grounds to fear that if any of these bills is enacteq 
regulutory criteria for freight car hire which they will establish will he sough 
to be utilized in furtherance of a price-fixing combination among a handful g 
powerful roads of this country in their own self-interest to milk the am 


eas ; ; : termi 
roads dry, to the ultimate destruction of the entire national system of transport - 
tion by rail. ; 


reat deal more 


the new 


The Commission’s approval of their actions in this direction, coupled With a 
2-to-1 Federal court decision of last year, has already made a dead letter of 
“the free and unrestrained right to take independent action” which Co . 
expressly reserved in paragraph 6 of the Bulwinkle Act (1948) to roads Which 
do not assent to the prices fixed by the powerful traffic-originating roads, These 
are the roads which, under Commission-approved agreement, have the power to 
fix car rentals. 

The qualifications on exemption from the operation of the antitrust laws 
against such combinations, which the Congress explicitly wrote into paragraph 9 
of the Bulwinkle Act, have likewise been made a dead letter by Commission 
action and the above-mentioned 2-to-1 court decision. I have asked Mr. Newton, 
of our counsel, to explain this aspect of the situation, as he is directly familiar 
with it. 

I shall confine myself principally to the first two of the above-stated grounds 
of objections. 

As you gentlemen are aware, for many decades now the shippers of this coyp. 
try have had the benefit of through transportation by rail. That is, a shipper 
in the West may ship his product to, say, Portland, Maine, over half a dozen rail. 
roads. The lading goes through to terminal destination in the same car in which 
the shipment was originally loaded at the shipper’s loading platform, regardless 
of who owns the freight car in which it is loaded. 

Under the law, each carrier must perform its share of the haul. As a pre 
dominatly terminal carrier, the Boston & Maine has no choice but to accept such 
a shipment when offered at interchange point and must complete the haul to 
destination point on its line. The demand for freight cars, therefore, always 
appears on the lines of those railroads which are the large originators of traffic, 
They need cars available to spot at the shipper’s loading platform when the 
shipper wants to make his shipment; that is, at the point of traffic origination. 

Generally speaking, the railroads of this country are divided into two eate 
gories, according to the nature of their traffic: predominantly traffic-orginiating 
roads, and predominantly traffic-terminating roads. 

The terminal roads serve areas of dense population. These areas are generally 
the western and eastern coastal seaboards, the Gulf of Mexico, and the Great 
Lakes—the periphery of the country. These roads are terminal carriers because 
they serve areas of dense population which consume more freight than they 
originate for shipment elsewhere. By contrast, the large traffic-originating roads 
are favored by geography ; they serve the relatively less densely populated areas 
of the country, where the major bulk goods which comprise rail freight traffic 
are produced. These large traffic-originating roads have the incentive to acquire 
ears. Naturally, they want to have sufficient cars available to originate shipments 
for destination elsewhere, including shipments to the large consuming popula- 
tions such as we have in New England. But these traffic-originating roads vitally 
need the terminal roads to complete the haul which they originate ; otherwise the 
traffic wouldn’t originate on rail at all; it would go all the way through by truck. 

The consequence of this difference in nature of traffic between these two types 
of roads is that the traffic-originating roads are the only roads which can use- 
fully own substantial numbers of freight cars for use in interchange. The traf 
fic-terminating roads can usefully own few, if any, more cars than they can use 
for their own local shipments, shipments that originate and terminate on their 
own lines. 

This is so because a traffic-terminating road customarily receives in inter- 
change from other roads a greater number of freight cars than it has loads 
originating in its own territory for shipment off line. Accordingly, it always 
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g more foreign-line cars made empty on its lines than it has carloads of traf- 

to originate. Since the terminal road does not originate enough carloads 
. » to ship all these off-line cars back in homebound direction loaded, it 
ship back large numbers of empties. : 

Boston & Maine, for example, terminates three cars for every car it 
ads out. The Long Island terminates four times as much traffie as it origi- 

Now, if the Boston & Maine should load a shipment off line in one of 
is OWN ears, that would mean that three empties would have to be backhauled 
to home line instead of two. The backhauling of that extra empty car, multi- 

millions of times each year for all the terminal carriers, would obviously 
: a terrific burden of wasteful expense on interstate commerce. 
mecordingly, the public interest and the economics of transportation require 
that the Boston & Maine load all of the traffic which it originates for off-line 
destination into cars of other lines which are made empty in Boston & Maine 
yrritory by termination of through traffic at destinations on our lines. : 

But also, as a matter of law, we have no choice in the matter. The terminal 
nes are frozen by law into the position of car-renters, on net balance of inter- 

ear use for the benefit of the national transportation system as a whole. 
We are forced to remain in this position by binding car service rules approved 
by the Interstate Commerce Commission. Under these rules, we are forbidden 
to load cars of our own ownership for shipment off line if a foreign car is 
gvailable for that load; we are required to give priority in loading to off-line 
arsmade empty on our lines ; 

Car service rule 1 provides (and I quote) : 

“Home cars shall not be used for the movement of traffic beyond the limits 
of the home road when the use of other suitable cars under these rules is prac- 

” 

-_ rule has been in effect for many years. You many read its text in 268 
10¢ 687 at page 704, in the footnote to the ICC decision on Car Service Freight 
(ars therein reported. 

The purpose of this rule is to prevent the backhauling of empty cars and to 
gt cars back to their home roads and avoid the colossal wastefulness of the 
hackhauling of empty cars from the terminal roads back to the originating roads, 
which would ensue if the terminal roads were permitted to load their own cars 
for shipment off line. 

In the hearings before the Interstate Commerce Commission in 1954 in litiga- 
tin which is still far from its end, Mr. Norton, president of the New York, Sus- 
quehanna & Western Railroad, testified : 

“The Susquehanna today returns approximately 100 empty cars daily to 
other roads. Suppose it should purchase 1,000 new cars; since it has always 
available for loading more cars made empty by unloading on its own lines than 
ithas shipments to load, the Susquehanna, under AAR car service rule 1 would 
have to keep its 1,000 new cars permanently on siding—it could never load or 
weany of them.” (R. 869.) 

This testimony was not disputed. Indeed, it was confirmed on the witness 
stand by Mr. Kiley, president of the Chicago, Milwaukee, St. Paul & Pacific, a 
large traffic-originating road and one of our adversaries in that litigation (R. 
§-6). He agreed that if the Susquehanna should buy that 1,000 new cars (with 
40 unloadings to 300 loadings as a characteristic situation) and then should 
load its 8300 loads into 300 of its own new cars to put them into circulation and 
“get a per diem” on them, 400 empties would have to be backhauled instead of the 
normal 100. Mr. Kiley agreed that that was exactly what car service rule No. 1 
was designed to prevent. 

Mr. Kiley also testified that in respect to certain types of cars the Milwaukee 
wad finds itself in the same position as the terminating lines. He testified: 

“We are in the same position with respect to hopper cars as the New Haven, 

the Susquehanna, and others, are in with other classes of cars. We have about 
28 or 180 percent of ownership of hopper cars because we terminate more hopper 
car traffic than we originate.” (R. 61.) 
This, of course, is because the Milwaukee is not a substantial originator of coal. 
The Milwaukee originates farm machinery and, of course, that can’t be shipped 
in hopper cars. Mr. Kiley also confirmed that farm machinery is shipped on 
extra long flatcars specially built for that type of shipment: 

“Most of the cars the Milwaukee owns are 53-foot flatcars. We own no gen- 
eral purpose flatcars that are shorter than 45. There may be two or three odd 
mes. Those cars are primarily designed and constructed for the handling of 
‘gricultural implements.” (R. 64.) 


must 
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Of course, the agricultural, precision-machined and fabricated 
New England could not possibly be shipped on the Milwaukee's 
that are specially “designed and constructed for the handling 
implements.” 

In this testimony, Mr. Kiley confirmed a finding which the Commission m 
in 1957. I quote: ade 
“Rail carriers commonly acquire and own freight cars of the type or t 
needed for loading the character of freight originating on their respeetiy, 


CG Products of 
53-foot flatcan 
of agriculturg| 


eel : : ; : e li 
Those originating grain and grain products or merchandise need high-class ~ 
cars, those serving coal fields use gondola and hopper cars extensively those 
’ 


carrying hogs and cattle require livestock cars, et cetera.” (Car Service Freight 
Cars, 268 ICC 687 at 689.) 

Under the law, of course, every road which participates in a throu 
to pay the car owner a rental for the car. That rental has for many years bee 
on a time basis, called per diem—a uniform rental price per-car per-day "1 
gardless of age, type, or condition. It is established by decisions of the Commis. 
sion and the courts over many years that the car-rental charge should be com. 
pensatory and no more, that is, it should reflect only the actual costg of car 
ownership; it cannot lawfully entail a profit to the car-owning road, beyong fair 
interest on investment. 

This established legal principle follows logically, of course, from the fact that 
the terminal carriers are a wholly captive market for the use of freight cars de 
livered to them in interchange. They have no option to refuse to accept what. 
ever cars are tendered to them to complete the hauls of the originating roads to 
their terminal destinations. 

The U.S. District Court for the District of Columbia in Palmer v. United States 
(1947), 75 F. Supp. 638, stated this principle as follows (at p. 69) : 

“The statutory plan is that the interchange and return of cars are to be eon. 
trolled by regulations designed and directed to that purpose—operating regula. 
tions. And the rentals for cars under whatever system of use and return may be 
established by the Commission are to be reasonably compensatory for that use. 
and no more. The simple expression ‘compensation for the use of cars’ does not 
describe a process for solving the complex preblems of car usage and supply, 
It neither describes nor authorizes a financial pincers with which to squeeze nop. 
owning railroads. It does not permit the Commission to avoid the difficulties of 
the car supply problem by simply placing the nonowning road between ap 
upper millstone of unshipped freight on- their lines and the nether millstone of 
financial penalties. If the movement of empties to the owners is in the public 
interest * * * the act provides for that accomplishment by a direct require 
ment to that effect. If the thesis that a railroad participating in joint rates can 
furnish its share of the equipment by renting it is to be abandoned, the newly 
conceived requirements can be made by regulations addressed to the subject. 
The statute does not provide that these problems be left to the chance decisions 
of the separate roads, each answer depending upon the road’s ability to endure 
the financial pressure, with a complemental profit to the owning roads.” 

As the Court in the Palmer case also pointed out at page 68: 

“Obviously, any charge upon a time basis furnishes an incentive for prompt 
return of the property. When a contractor rents a bulldozer by the day, he has 
an ineentive to use it promptly and return it; the same is true in the case ofa 
book taken from a lending library at a daily charge. The penalty or incentive 
characteristic of the per diem is merely an inherent quality of a charge based 
upon time. Reference to that quality is not equivalent to saying that a rental can, 
by a prohibitive amount, be made an instrument of compulsion. An inherent 
quality of its reasonable amount is one thing, but an indefinite expansibility of its 
amount for regulatory purposes is quite another.” 

Since the Boston & Maine has to pay a rental for every day that a car is 
on its line, whether in use or idle, it is a prime concern of the Boston & Maine 
(as of other terminal carriers) to get the empties back offline as quickly as 
possible so as to avoid the incurrence of another days’ rental. 

The mention in S. 1811 of a car being “appropriated by others” is just 9 
much poppycock—pure propaganda sold to the Commission for years by the 
powerful, self-interested railroads—without an ounce of evidence to support it 
in any of the extensive litigation over car hire. 

Indeed, in the per diem litigation which has now been pending for almost 
6 years, and is now back before the Commission on remand from the Federal 
courts, the large car-owning roads were not able to produce a scrap of evidence 
to support their long-time propaganda that the terminal roads “appropriate” 
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ars of the car-owning roads. Toward the end of the hearings, counsel for 
roe those roads sought to imply that there was some laxness on the part 
minal roads in observing car service rule 1. Hearing Examiner Hosmer 
_ him on the knuckles, saying: : 
“phere is nothing here to support the inference that any of these roads are 
observing car service rule 1 to the limit” (R. 974). 
ot fallacy of any such implication is, of course, underscored by the fact 
eur it is a lot cheaper for a terminal carrier to use its own cars for its local 
shipments than to pay the enormously high per diem charges that are currently 
jn effect as a result of the price-fixing activities of the self-interested large 
originating roads under their Bulwinkle Act agreement, which the Com- 
mission blessed as binding the nonassenting roads as well, overriding the Bul- 
winkle Act provisions. ; ; RE 

Suppose the Boston & Maine should buy 10,000 new cars. That would not 
help the national car supply at all. The Boston & Maine always has more 
cars made empty on its own lines than it can ever produce carloads of originated 
traffic to fill. So, we would simply have to lay those 10,000 new cars up on 
siding to rust out. We would not be permitted to load them for shipment 
offline—no matter what car shortages, of whatever types of cars, might exist 
elsewhere in the country under emergency conditions. ; 

The mandatory car service rules which implement the economics of transporta- 
tin forbid us from putting them into the stream of national commerce, as I 
pavepointed out. == ; : ; 

§o, if the Commission should substantially increase the per diem rental to 
“gych level as in the Commission’s judgment will encourage the acquisition and 
maintenance of an adequate freight car fleet’”—which is the language of 8S. 1789— 
it would simply be a hollow one-way street of extra profits to the car owners 
at the expense of the captive terminal lines. It would be a discrimination of 
the rankest injustice against the terminal carriers, which cannot possibly 
become substantial car owners. It would simply have the effect of increasing 
the already enormous profits which the large car-owning roads have been 
extracting from the pockets of the terminal roads through their price-fixing 
powers under the Bulwinkle agreement which the Commission on October 17, 
1955, ruled to have the equivalent effect of price-fixing regulation by the Com- 
mission itself in the public interest. 

Such an increase of the rental charge as would be enabled by these bills 
would wholly fail of its regulatory objective but it would, in the words of the 
court in the Palmer case (at p. 69) : “merely transfer tremendous sums of money 
from nonowners to owners, making the economic status of many nonowners 
dificult if not unbearable.” 

In the Palmer case, also, the court at considerable length analyzed how 
wholly ineffective an increase in the car-rental rate has proved to be in ac- 
complishing the regulatory objective of increasing the car supply. 

Ishall not take the time of this committee to read this analysis, but I should 
like to submit it as an exhibit—as it appears at pages 68 to 73 of volume 75, 
Federak Supplement. 

But I should like to quote just one statement of the court in this connection. 
This appears at page 70 of the Palmer case decision: 

“Although the shortage of cars in postharvest time in the West is a very old 
problem, and although the per diem charge has been successively increased 
over the years, there is no finding of fact in this record, and no evidence so far 
as we are advised, that the increases ever caused the slightest improvement in 
the situation.” 

The same fallacious concept which underlies the three bills now before this 
honorable committee underlay the Commission’s regulatory car-rental fixing 
action in 1947 which the court set aside in the Palmer case. It also underlay 
the Commission’s decision of October 17, 1955, in our now pending litigation 
wherein the Commission gave the stamp of its approval to the exorbitant car 
rental charges fixed in their admitted self-interest by the large car-owning 
roads, and held those collectively fixed prices to be binding on all roads, as- 
senters as well as non-assenters alike. 

The district court on review likewise set aside this Commission order, which 
was predicated on the same fallacious concept—although, as I have said, by 
2t0 1 it sustained the Commission’s nullification of the Bulwinkle Act’s 


giarantee to nonassenters of the right to take independent action with respect 
tothe prices so collectively fixed. 
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That decision is reported in 162 Federal Supplement at page 289. Th 
senting judge characterized the Commission’s order as ‘‘merely a rubber mn 
a decision already made by the stronger of two economic groups. Here we rtd 
an abandonment of its functions by the Commission altogether in favor of “ed 
long-haul trunkline railroads. The Commission in the exercise of its duties 
taken the simple way out” (p. 299). has 

“* * * Tf the order of the Commission here should be rubber-stamped 
safeguards (under sec. 1(14)(a) and the Bulwinkle Act) would be lost 
the clearest of antitrust violations by illegal price fixing would be endauaat 
(p. 300). 

The facts that I have outlined to you have never been effectively disputed, 
And yet the Commission apparently still predicates its thinking upon this fa) 
lacy, heavily propagandized in their financial self-interest by the powerful 
traffic-originating roads, that a high per diem rate—one that gives a handsome 
profit to the car-owner over and above the costs of car ownership—wijj some 
how or other be the easy way to solve the Commission’s problem of cop with 
occasional car shortages, and will in some never demonstrated fashion induce 
railroads to buy surplus cars and keep them idle on sidings against the eventu- 
ality of an occasional car shortage. If they want such a pool of idle surplus 
ears, why doesn’t the Commission require its creation by direct order—with 
contributions to its cost by each railroad according to some fair formula? 

And so, the granting of these powers to the Commission, enabling it to include 
in its prescriptive car-hire charges factors which relate to “the level of frej 
car ownership” and affect the “adequacy of the national freight car supply” 
will have no beneficial effect whatever in the public interest. It will merely give 
the Commission powers, additional to those it has already assumed to exercise 
to impose a still further heavy economic drain on the terminal railroads of this 
country, and still more to fatten the treasuries of the powerful traffic-originat. 
ing roads at the expense of these legally captive users of their cars. 

In the long run the enactment of any of these bills cannot fail to be heavily 
damaging to the national interest in the preservation of an integrated nationa} 
system of transportation by rail. 


STATEMENT OF C. C, SHANNON, EXECUTIVE VICE PRESIDENT OF NEW York, New 
HAVEN & HARTFORD RAILROAD 


I came with the New Haven Railroad as operating vice president in January 
1958 and became executive vice president of that road on November 1, 1958, 
Prior to coming with the New Haven, I have been 22 years with the Chicago 
& Northwestern Railroad in its operating department where I started at the 
bottom. I first became an officer in 1941 and from that time on held many 
different positions including trainmaster, division superintendent, superin- 
tendent of transportation, general manager, and assistant to the president in 
charge of operations. I made many studies for the Northwestern including those 
on the basis of which we dieselized our road and repaired and acquired freight 
cars, ete. 

The Northwestern road had many of the same problems as the New Haven, 
particularly in its eastern territory. Our eastern terminus was Chicago, and 
we served the heavily industrialized and densely populated areas of Chicago, 
Milwaukee, Fond du Lac, Green Bay, Sheboygan, etc. Our eastern territory 
accordingly terminated and consumed more freight traffic than it originated 
for shipment off line. The Northwestern road, in its eastern territory was, 
like the New Haven, predominantly traffic terminating. It was only in its 
western territory where we served a relatively sparsely populated territory 
producing livestock, grain, and other commodities, where we organized more 
traffic than we terminated. 

The Northwestern, like the New Haven, was, on net balance, a rental paying 
road with respect to freight cars used in interchange—although the North- 
western’s per diem problem was alleviated, as compared to the New Haven, by 
reason of the fact that its western territory originated more traffic than it 
terminated and consumed. 

In the Massachusetts Federal court’s decision of April 28, 1958, judicial 
recognition was given to the fundamental difference between predominantly 
traffic-originating and predominantly traffic-terminating roads, as respects their 
freight car ownership. I quote from this decision: 
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wphe trunk line long-haul railroads, serving as they do the relatively sparsely 
ed and predominantly producing areas of the country, originate more traffic 
they terminate. The short-haul railroads serving the coastal ports and 
relatively more heavily populated and predominantly manufacturing areas, 
op the contrary, terminate more traffic than they originate. Thus, since a rail- 
road must provide cars enough to handle the freight originating on its lines, 
ihe freight car equipment of the country is for the most part owned by the trunk 
tine railroads and that owned by the short-haul lines is almost a negligible 

roportion of the whole. (See Chicago R. I. & P. R. Co. v. United States, 284 
rs. 80, 93, 95 (1931).) This situation does not exist because of default by the 
chort lines. Having more cars coming in from other lines to unload than they 
have cars to load and send back, they naturally, to avoid back-hauling empty 
ars, prefer to load and return foreign cars instead of loading their own cars 
for dispatch of their lines. And this practice has the sanction of car service 
male 1, see Oar Service, Freight Cars, 268 ICC 697, which provides: 

«Home cars Shall not be used for [the] movement of traffic beyond the limits 
of the home road when the use of other suitable cars under these rules is 

cable.’ 

cs the fact that railroads first load off-line freight on available foreign- 
jine cars, it is obvious that if a short-line predominantly freight-terminating road 
wns many cars it will have a surplus which must perforce remain wastefully 
idle on its sidings awaiting an overflow of traffic, if any. Thus the trunk lines, as 
owners, for the most part furnish the freight car equipment used by the short 
lines and the short-line traffic-terminating roads are perforce per diem debit 
ads, interested in a low per diem rate, whereas the long-haul predominantly 
traffic-originating roads are per diem credit roads interested in a high per diem 
rate.” 

The Court’s statement that terminal lines “prefer to load and return foreign 
ars instead of loading their own cars for dispatch off their lines,” standing alone, 
isnot strictly correct. It is not a matter of preference at all. The terminal 
wads are required to load and return foreign-line cars which are available 
through having been made empty at terminal points within their territory. They 
are bound to do this by the car service rules approved by the Commission. 
They are forbidden to load their own cars for off-line destinations when foreign- 
line cars are available. 

The New Haven Railroad terminates three carloads of freight which have 
een originated on other lines, to every load of freight traffic that originates 
within its territory. This is a characteristic situation resulting from the nature 
of the territory it serves and the fact that its traffic is predominantly terminal. 

The New Haven owns approximately 8,000 freight cars. We use these for our 
local traffic; that is, for shipments which originate and terminate within New 
Haven territory. Few of them ever get off line because of car service rule 1. 

Actually one-quarter to one-third of the New Haven freight-car fleet stood idle 
throughout the year 1958. This is because under car service rule 1 we could 
not load them for off-line shipment. For every carload of freight traffic that 
we originate on the New Haven, we ship back two empties. 

We do not confiscate the cars of other roads for our own local use. It would 
e highly uneconomic for us to do so because it is very much cheaper for us to 
acquire cars and own them for use in our local traffic than it would be to pay 
the very high per diem rental charges now in effect under the AAR agreement 
procedures. 

Itisa matter of very great importance to our road that we move the empties 
tack in homebound direction as promptly as possible in order to avoid the incur- 
rence of unnecessary per diem charges. To show how important this is to us: 
We have a central car service bureau whose sole function is to expedite the 
oe off line in homebound direction of the foreign-line cars which have 
<9 alate _ terminal destinations in New Haven territory. Our agents, 
aan the thos cineie oe a aoe daily to the central car service 
a wen. eanninr os aminenaiiiee a tae expected loadings for 
bite op ox ccut: ‘ oe ap] xima ely 75 people involved primarily 

rk of expediting the return movement of the off-line cars which have 

ken terminated in New Haven territory. 
— gp teenie the per diem rate—$2.75 per car per day—if the 
acquire a substantial car ownership and be assured that we 
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could keep them busy, I would go to the board of directors tomorro 
for the funds to buy them. We could make a lot of money on them 
permitted to go into the boxcar renting business at the present per 

But we are not permitted to do it. We are frozen into the posi 
users for the benefit of the national transportation system as a whol 
to prevent the wasteful backhauling of empties we are required 
service rules to use foreign cars in priority to our own, and unfortunately the 
are always more foreign cars made empty by termination on our lines than ” 
have loads to fill them. we 

I recall that on one occasion a few New Haven cars were loaded off 
some question arose as to whether foreign-line cars were available 
loading point. We were promptly called on the carpet by the Car Se 
sion of the AAR, and warned. The AAR is very closely policing the Operations 
of car service rule 1 by every terminal carrier, and it is our policy to observe 
the rule meticulously. In this I believe we are no different from all other termina] 
carriers. 

The terminal lines, of course, are required to accept all cars of whatever own- 
ership, and on whatever railroad originating, which are tendered to intere 
for haul to terminal destination. We are therefore forced into the position of 
captive-users of the cars of the traffic-originating roads. 

The theory of per diem has always been that the car owner is entitled toa 
rental rate which will make him whole for all of his costs of freight car owner. 
ship, including a fair interest return on his investment in Cars. These 
(S. 1789, 1811, and 1812) would authorize the Commission legally to include in 
the car hire charge a heavy element of profit to the car owners at the expense of 
the car users. Since the terminal lines can never become substantial car owp. 
ers, the effect of the exercise of these powers would be a ruthlessly unjust dis. 
crimination against the terminal lines which are vital to our national trang. 
portation system. 

I have had many years’ experience with the problem of car supply and it ql. 
ways surprises me how any one can seriously argue that a higher per diem charge 
will increase the car supply. It won’t accomplish that objective at all. It can't, 
And history has proved that it won’t. 

Car shortages don’t result from a shortage of cars; they always result from 
a shortage of a particular type of car. When there is a shortage of grain cars 
at harvest time in the granger States, there are thousands of other types of cars 
standing around idle on sidings. When farm equipment is moving, the peak load 
on the Milwaukee makes heavy demands for their extra-long, specially designed 
flat cars and a shortage may develop. But at the same time, there are thousands 
of boxcars, hopper cars, refrigerator cars, gondolas, etc., standing around m- 
productively. 

The basic reason for car shortages is the lack of versatility in the design and 
construction of the freight cars that we have on the railroads today. The real 
solution to car shortages will only come through a progressive engineering 
approach to the design of cars, to give them greater versatility and utility. The 
approach of a higher per diem charge will never solve the problem of shortages. 

For example, if the Milwaukee could redesign its extra-long flatears that now 
serve only the purpose of handling agricultural equipment, so that those cars 
could be used for piggyback, and if piggyback cars could be easily adapted to 
the handling of agricultural machinery, this would obviously go far toward alle 
viating any shortage of extra-long flatcars on the Milwaukee at the peak time 
of shipping agricultural equipment. 

During periods of car shortages, some railroads have in recent years found 
ways and means to adapt other types of cars to breach the gap. In the western 
territory of the Northwestern road, we were in tight grain car supply during the 
grain harvest season. The basic cause of this is not that there are too few grain 
cars, but the mechanization of farms. Now the crop is all harvested within 1 or 
2 weeks instead of the harvest being extended over several months as it was in 
earlier days. It would obviously be highly imprudent for the Northwestern to 
tie up a substantial investment in extra grain cars when those cars would stand 
idle on sidings for all except a couple of weeks during the year. No railroad 
management in its right mind would do that, however high the per diem rate. 
So we developed a method of using hopper cars to ship grain in the harvest 
season. We found that we could clean open-top hoppers which had terminated 
coal in our territory, by using sand and water under pressure, so that they were 
suitable for carrying grain. It cost us only $8 per car. We covered them with 


Wand ask 
if Wwe wi 

diem level, 
tion of cay 
€. In order 
by the car 


line when 
near the 
rvice Diyj. 





po matter 
any very 
just does! 
railroad— 
enue prod 
But it 1 
the Comm 
a higher | 
of car sh 
large traf 
expense 0 
This mea 
the treast 
for each 1 
And mc 








ee ee 8 el 


—-—~ 


rea a” © oS 


© 


FREIGHT CAR PER DIEM 127 


agnvas tops. That helped enormously to alleviate any shortage of grain cars at 
me. . 

ores, there are some railroads whose hopper cars we are not permitted 

pecause of long standing orders of the Commission forbidding it. I refer 

» rhcally to the Commission’s special order C—411 which exempts from loading 

by any railroad the coal hopper cars belonging to the coal-producing Pocahontas 


- of the large car owning roads have for many years fostered the twin 
that a high per diem rate is the only way to get more cars, and that more 
is the only answer to car shortages. Both of these concepts are wholly 
nd and fallacious. het 338 *b8 

Not 1 cent of the moneys that the traffic-originating roads collect from the 
terminal roads in settlement of their net per diem balances is ever set aside or 

rked for the purchase of new cars. That money goes right into their gen- 
al revenues available to be spent for any current general purpose. If the per 
jiem charge is still further increased, it will simply increase the profits of the 
raffic-originating roads at the expense of the terminal carriers. As I have said, 
yo matter how high the car rental rate, no railroad in its right mind would buy 
any very substantial number of cars to lay up idle for the bulk of the year. It 
just doesn’t make any sense economically—even for a large traffic-originating 
rilroad—to buy a lot of cars that it can’t productively put into service for rev- 

gue producing use for the greater part of the year. , 

But it makes a whole lot of sense financially for these roads to propagandize 
the Commission and the Congress (as they have done for years) on the idea that 
ghigher per diem rate will increase the car supply and thus solve the problem 
of car shortages, because if they can get away with it, that will enable these 
large traffic-originating roads to increase their income very substantially, at the 
expense of the terminal lines who are the captive market as users of their cars. 
This means big money, $2,993,930 out of the pockets of the terminal roads into 
the treasuries of the traffic-originating large car owning roads, in the year 1957, 
for each 10 cents of the per diem rate. 

And more cars is not the solution to car shortages. What kind of cars? More 
boxcars won’t help the Milwaukee road to move agricultural equipment when 
fam machinery is in heavy demand; and the extra-long flatears of special 
design that the Milwaukee builds to move farm machinery won’t help the 
grain roads to move grain at harvest time. 

As I have already shown, car shortages occur always and only occur as to 
particular types of cars, and the hundreds of other types of cars that are stand- 
ing around idle still stand around idle during a car shortage. The only solu- 
tin is to increase the efficiency factor of the national car fleet. More miles 
prcar per day is the answer. 

One way to help bring about this result is to find faster ways and means of 
getting the cars through the terminals—which are the bottlenecks of traffic. 

But what the industry basically needs to solve the problem of car shortages is 
agood engineering approach, with the view to building greater flexibility of use 
into the types of cars which the railroads own. If that approach were stim- 
uated and adopted, with the view to getting full utility out of all of the types 
of ears that we have, together with greater expedition of movement of cars 
through terminals—then the problem of car shortages at peak periods of demand 
would cease to be a matter of any serious concern to the Commission or to 
anyone else. 

But it would be a great disservice to the industry and to the country to 
attempt to cope with the problem of car shortages by the unrealistic and 
basically fallacious approach of increasing the per diem charge, such as these 
bills would enable the Commission to do. That approach will only put a further 
mjustly discriminatory and heavy burden of wasteful costs on the traffic ter- 
minating lines without accomplishing anything whatever toward increasing 


thecountry’s useful car supply. 

Mr. McGinnis. Let me first say for the record that these two rail- 
tads, the Boston & Maine and the New Haven, being so-called ter- 
minal railroads, have been mixed up in litigation concerning per diem 
snes 1947. I subscribe to the statement that Mr. Symes made yes- 


. a r 
| erday that each railroad should own a sufficient number of freight 


ars by various types to protect their own loadings, that is the load- 
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ing that they originate, but also taking into consideration the number 
of foreign cars that are available on their lines and subject to th 
rules of the car service division. . 

I also agree with what he said that the per diem should cover th 
full cost of ownership plus reasonable profit, no more, no less P 

The bills propose to add something which some people cal] in 
tive and some people call penalty to the per diem not to reflect ‘ae 
but as a device in my opinion, to accomplish a regulatory pu 

The point I have made in the past concerning per diem is that w 
have a perfectly satisfactory system outside the railroad indust E 
involving 200,000 freight cars owned by private shippers, such 4s 
Swift & Co. and also by large corporations who are in the leas; 
business, such as General American Transportation, whose only base 
for compensation is a rate per diem. We call it a mileage rate which 
averages at the present time about 434 cents per car and seems to be 
working satisfactorily. 

Car shortages occur by type of car. There has never been since the 
war a car shortage of all cars. 

Car shortages have never been cured by higher per diem. 

Per diem started in 1907 about the time when interchange of cars 
became obligatory and the rate was 20 cents. It went to a dollar in 
1929. It stayed at a dollar from 1929 to 1945. Then it went to $1.15 
$1.50, $1.75, $2.40, $2.75 in the period between the end of the war and 
1953, from $1 to $2.75, but it never cured the so-called car shortage, 

Tassume we are talking about the car shortage in boxcars at the peak 
of the wheat movement. 

The poor earnings of the eastern carriers which this committee heard 
about at length last year, is the fundamental reason why the cars were 
not repaired and new cars were not purchased. 

In other words, we did not have the money. 

The second, of course, is that we were going through a recession year 
when there was a surplus of cars, not only bad-order cars, but cars in 
good order. 

The Boston & Maine and New Haven are terminal roads. 

We are up in the end of the country. Even our opponents can con- 
cede that the time consumed to terminate a car is greater than the 
time to originate it or to carry it an intermediate distance. 

The Boston & Maine, the railroad of which I am president, has a 
large wheat elevator which we lease from the State of Massachusetts. 
We have the same problem that Mr. Symes outlined yesterday. 

When the wheat comes from the West in boxcars we have to pay per 
diem, we have to give 15 days’ free time, and under the average agree- 
ments even if they stay there for a month or 2 months there is very 
little demurrage, and even the demurrage is not equal to the present 
per diem. 

I am emphatically in agreement with Mr. Symes that increasing per 
diem by a penalty or by an incentive will decrease transportation efi 
ciency by creating empty-car mileage and, in effect, it will increase the 
shortage instead of relieving it. 

In my opinion, no amount of increase in per diem can force a rail- 
road, without credit, to buy boxears. It can only result in bankruptey. 

While I am here I would like to endorse 100 percent the Symes 
Government-pool plan which he outlined briefly here and which is the 
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abject of a bill before your committee. I doubt if you have had any 
jearings On itthis year. 

[ say that because I believe the Government will get their money 
tack. In any event, we now subsidize other forms of transportation 

jveaways, airlines, waterways, American-flag steamships. We 
will never get the money back and we know it. At least the Symes 

Jan is not a giveaway. ay 

Going back to per diem, it is not a new problem. Congress dis- 
essed this at length in 1917. There was a ig. investigation. In 
1917, the Congress concluded that higher per diem charges might 
help at times of car surpluses, but would never hurt in times of car 
gortages. In any event, during this period the per diem rate has 

e from 20 cents to $2.75, and it has never cured the so-called short- 
of boxcars at the peak of the wheat movement. 

Incidentally, this peak of the wheat movement has gradually be- 
ome narrower with the mechanization of the farms in the West. 

If the rate were $10 a day at times of car shortage, it would not 
help or cure, because revenue is more important when you have busi- 
ness than per diem. 

I get into that statement that Mr. Martin made a little later about 
the earnings of a car. 

The first time that the penalty per diem rate was attempted to be 
instituted was in 1946, and the New Haven Railroad contested the 

nalty as being unfair and unreasonable and they were supported 
intheir court contest by the Supreme Court. 

So, the only time in past history the New Haven Railroad was suc- 
cessful in eliminating the per diem as a penalty. The thing went 
along until 1953 when the rate was $2, and when the AAR, through 
its ment No. 7 under the Bulwinkle Act, went from $2 to $2.40, 
the Boston & Maine and the New Haven went to the Interstate Com- 
merce Commission and protested and contested the increase from $2 
to $2.40. 

We alleged, among other things, that the formula which they 

between $2 and the $2.40 was unfair and unreasonable. We 
also contended that the formula, itself, without the refinements that 
were made from $2 to $2.40, was wrong because the AAR formula, 
as supported by the ICC, only considered one factor, which was time, 
every 24 hours. 

No consideration was made for mileage. If a car travels 600 miles 
it wears out more than if it travels 100 miles. No consideration was 
devoted to mileage. 

No consideration was given to age; whether the car was a $10,000 
new boxcar with roller bearings, or whether it was a 30-year-old car 
that originally cost $900. 

Fourth, no consideration was given to the type of car; whether it 
was a coal car or a boxcar or a flatcar, nor to its functionability as to 
producing revenue. 

In any event, the New Haven and the Boston & Maine contested the 
$2 rate, and went to the ICC in contesting it for various technical 
reasons. 

In other words, we contested the development from $2 to $2.40 
because, in the $2 case they were using, the AAR and subsequently 
the ICC, ledger value, book value, original cost, and all of a sudden 
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they jumped, in our opinion, to justify the $2.40, to 
cost. As a result they justified, by thee formula, ‘the on 

We contested also the average use. Freight cars obviously are 
not used every day in the year. The ICC used a 20-year aye 
which included the depression when we had hundreds of thousaee 
of idle cars. As a result, the use factor was very low, which put the 
per diem very high. 

We contested the repair costs. We insisted that the repair 
so-called item 314, freight train car repairs, that we have a specific 
breakdown because now it includes, for example, cabooses and pp. 
frigerator cars which have nothing to do with per diem. 

The ICC examiner in the 1953 case, going to $2.40, agreed with ys 
that mileage should be considered, that the change from original cog 
to reproduction cost was not the thing to do. 

The ICC, in effect, actually did overrule him. So the Boston @ 
Maine and New Haven took the case to court in 1953 and the decision 
was rendered in Boston by a three-judge statutory court on April 28, 
1958. 

To make a long story short, and I am not a lawyer, the three-judge 
court sent the case back. First, the three-judge statutory court ap. 
nulled and made void the order of the Commission of 1953 establish. 
ing the $2.40 rate. 

This case went to the Supreme Court, and in the fall the Supreme 
Court upheld the three-judge statutory court. 

For purposes of the record, the citation in the lower court was 169 
Federal Supplement 289, and in the Supreme Court, 358 U.S. 68, 

We now have the situation where the Interstate Commerce Com- 
mission has a directive from the courts to set up a formula of per 
diem, using these factors which the terminal roads claim should be 
used in determining a fair formula for per diem or to explain to the 
court why they are not used. 

For years the western roads opposed the use of age. 

They said it is too much bookkeeping and so forth. 

Now, for the first time, Mr. Martin, who testified here yesterday, 
in his testimony before the Senate conceded that because of these new 
machines we have nowadays the use of age would not be insurmount- 
able. 

Yesterday we heard Mr. Symes say that because we now have the 
machines we could use a mileage factor. That is all we are asking 
for. We are asking in per diem, sure, use time, but also use mileage, 
because that is what wears the cars out. Usage and use types of cars. 

In effect, therefore, we are not dog in the manger. We are simply 
trying to set up a fair formula for per diem. 

Let me say now that the quickest way to get new boxcars is to reduce 
the rate on the old dogs that areinthiscountry. Thirty percent of the 
1,756,000 are over 30 years old and they still get $2.75. 

Now, if they were getting the cost of repairs, which is about 34 
cents, that would be the greatest incentive to get rid of the old carsif 
they anh panctiel nothing for the old cars. 

Mr. Martin made a comparison yesterday about going out and geét- 
ting a trailer. He said, “What do you pay for a $6,500 trailer? He 
said you run it for $8 a day, which istrue. Now,.he said for a $10,000 
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boxcar you only get $2.75, which is true. His argument has a funda- 
mental weakness. ; 

The man who owns the trailer and who leases it to you gets no 
revenue from the load you carry, whereas the Burlington, of course, 
owns thecar and he gets revenue, the originating revenue. 

The second aig is that trailer is amortized over 5 years and our 
poxcar is amortized over 30 years. 

As long as we have an incentive to keep these old boxcars and these 
dldcoal cars, that in itself is a great ee 

Now, I concede, if you use the proper formula, that the rate per 
diem on new cars should be higher, but the rate on these old dogs 
should be down to almost nothing because most freight cars after 
they are 20 years old are no good except for junk. They are absolutely 
yo good except for junk. Yet they get $2.75 the same as a new 
$10,000 boxcar. 

I with Mr. Martin that we should have the fourth factor 
which he calls “What does it earn.” I call it functionability by types. 

Obviously a new 50-foot freight car with roller bearings and dam- 

free equipment will earn more than an ore car or a coal car. 

There are so many types of cars. The average boxcar today costs 
$10,000. The covered hopper costs $20,000. The milk cars, of which 
[have the largest fleet in the country, cost $30,000. 

There is a tremendous range in the cost of these things. 

We now have a decision from a three-judge statutory court saying 
to the ICC, “Explain to us why you don’t use mileage, why you do 
consider reproduction instead of original cost, and various other 
things ? 

go, the legal effect of the ICC order in 1953 creating the $2.40 is 
null and void. That is the position the ICC is in now. 

The AAR has established this committee of six to study this prob- 
lm. Now, these bills say we will ask the ICC to set up a rate for per 
diem, an incentive rate. How is the ICC going to set up an incentive 
rate unless they first determine the mileage? That is a cost. 

When you run a car 600 miles it wears out more than it does than 
for 100 miles. The type of car and its cost, the functionability and 
its revenue, plus the factor they have always used, which is time. 

These bills, if passed, will only add to the burden of the ICC. 

Now, this has been in litigation for 5 years, and if the ICC in 
their great wisdom have not been able to produce a formula satisfac- 
tory to the railroad industry, a passage of a bill providing incentives 
md providing penalties on top of the other, regardless of how 
many bills you pass, you must first establish the cost. The ICC has 
not done that yet; neither has the AAR. 

Regardless of whether these bills pass, how could you possibly es- 
tablish an incentive per diem unless you first establish the cost? “And 
you need a formula. I think it should include the age of the car 
and the type of the car and the mileage it runs and its functionability 
ind its revenue-producing ability, as well as the time factor. 

The pa of these bills will not automatically wipe out the things 
the ICC must do in order to establish the very thing that Mr. Martin 
wants, and there is no other way of doing it. It cannot be arbitrary. 
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_ Obviously, they just cannot pull something out of a hat and say the 
rate is going to be $3.50. It must be justified. Even under the pres. 
ently existing section 314 it must be justified. 

Yesterday the Santa Fe put in an exhibit. Mr, Martin talked about 
it and Mr. Baumgartner put it in. It is an exhibit showing how may 
cars on home lines. y 

With your permission, I would like to file with the committee ay 
answer to the Santa Fe statement. 

Mr. WiuuiaMs. Without objection, it may be received. 

(The information referred to follows:) 


MEMORANDUM OF Boston & MAINE RAILROAD SUBMITTED By G, F. GLacy, Viog 
PRESIDENT 


Figures shown in the exhibit submitted by the A.T. & S.F, while correct, are not 
by themselves sufficiently comprehensive for proper interpretation of the facts, 

To accept the A.T. & S.F. exhibit at face value would invite an erroneons 
conclusion unless factors which produced the figures in the exhibit are firg 
examined in their true light. 

The discussion and comparisons which follow later in this paper will prove 
conclusively that— 

(1) The B. & M. terminates 2.47 times as many cars as it originates 
If the excess foreign cars on line were readily available at B. & M. loading 
points and were of the proper type and routing, the B. & M. could wel 
operate free of any ownership. 

(2) The B. & M. requires few cars for local traffic. 

(3) Were the B. & M. to acquire additional cars, arbitrary violations of 
car service rule 1 would be necessary to keep them in service. This would 
result in expensive, empty cross-haul of foreign cars. 

(4) The B. & M.’s car fleet is relatively new, and with a large percentage 
equipped with roller bearings. Their excellent condition invites appropria- 
tion by foreign carriers for class A loading. 

(5) Since the B. & M.’s ratio of local traffic to total traffic is far less than 
that for many other carriers (the A-T. & S.F., for example), it may be 
expected that the B. & M. has a greater percentage of its cars available for 
interline service. 

(6) Since the B. & M. is a predominantly terminating carrier, the per- 
centage of foreign cars on line will always exceed by far that proportion of 
home car ownership on line. 

(7) B. & M. freight car ownership is consistent with A.A.R. recommenda- 
tions. 

(8) B. & M.’s costs per mile are two-thirds higher than those of the 
A.T. & §8.F. Any increase in car-hire costs, in the form of higher per diem 
rates, would not be equitable to the B. & M. or other terminating carriers, 
and would inflict a hardship which could well end in bankruptcy. 

Table I below, compares the originating and terminating-car ratio of the 
B. & M. with the A.T. & S.F., for the 3 most recent years. It will be noted 
that the B. & M. terminated 2.47 cars to every one originated, whereas the 
A.T. & S.F. enjoyed nearly balanced traffic. 


TABLE I.—Comparison of traffic originated and terminated, by carloads 


[All types of per diem cars] 


Ratio termi- 
Year Originated | Terminated | nating to 
originating 
B.&M 
Bish. spc badessactedicss el eer tii ieahie ak 110, 893 273, 985 2.47 
Te ee a 131, 041 323, 129 2.47 
PE AA nck binctbbdticctduchslgtcelatthadewweckcotebeve 148, 235 354, 931 2.30 
A.T, & 8.F.: 
RE er eRe ic conan ob ella tach ee ewaswceocsateen 1, 175, 173 1, 079, 931 2 
ee Fe er at eee ee 1, 132, 563 1, 080, 455 8 


Bas er ennbok taiant naeacncudia tea see aeimandasd 1, 212, 420 1, 133, 792 92 
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t could be argued that, should the B. & M. divest itself of ownership, there 

ould be still be an excess of 1.47 foreign cars to return empty to connection 
: every car reloaded. In whole figures, for three cars received loaded from 
~ ection, two would be returned empty. 

It must be recognized, of course, that the proper type foreign car is not always 
made empty at a loading location, and hence, if a B. & M. car of the type desired 
igavailable at that point it is used. ; ; ae 

In promulgating the code of car service and per diem rules, it is presupposed 
that all carriers enjoy a well-balanced traffic situation, as does the A.T. & S.F. 
If this were true, the rules would apply with equity. Unfortunately, an ideal 
traffic balance does not exist on the B. & M., but does on the A.T. & S.F. 

Traffic characteristics as described in table I appear to direct car-ownership 

Ss. 
Pe cabte 2, the A.T. & S.F., which originates more traffic than terminated, has 
an ownership in excess of the total cars usually on line. This is generally true 
of all class I carriers. 
TABLE 2.—Revenue cars on line 


[All cars excluding refers, tanks, and other mileage cars] 























te 
Total on line, | Percent own- 
Date Ownership | owned and ership to 
foreign | total on line 
| 
M.: 

as Te PEE eee Shia) ein) se 5, 753 | 7, 953 72.3 
IS, kb Soe 0s) occ ol a a all 5, 828 7, 908 73.6 
Ra chatter icssccinjuire- Si- dn deocahan ihebeainnig 5, 894 8, 374 70.5 
‘Aug. 1, 1958.--------- ce ee ee els 6, 008 7, 843 76.6 
May 1, 1958... ------------ | ees tnt 6 i PEE 6, 123 8, 856 69. 1 
hid anecabiin bdekinn Steeda eMAS 5, 563 9, 020 61.6 
Jan. age oe=----- SIEBOT si asi Aiea ost 4, 975 | 9, 696 51.3 
&8.F.: 

Ate 1, 1980....---- wi Debate wy, satel 69, 116 | 61, 154 113.0 
Feb. 1, 1959-- - - - - Sabidncew dee- oni . esti 69, 181 58, 207 118.9 
eae tiple 69, 257 62, 303 111.1 
Aug. 1, 1958__. Hs ie socal 69, 674 61, 983 | 112. 4 
i ccdwsbsncntrnases : hd Seed 69, 405 64, 806 107. 1 
Nhe uid sa ctdeadsinidansvs sel. aged an aie 66, 281 67, 553 | 98. 1 
Jan, 1, 1956... _- . ae ea 5 San 64, 907 61, 914 104.8 
U.S. class I roads: 

A iay 1, 1950. gifs Silo Bibel ls ie 1, 642,384} 1, 570, 810 104. 5 
es hai we cashein ap ctenctbaneiedn is cctalnidunllintthentelle 1, 657, 527 1, 580, 117 104. 9 
EE EE ces canccus--ncese<-<-ce-cees mahi wcities 1, 666, 006 1, 603, 050 104.0 
C—O Eee eascnen aren at isa aee * | 1, 677, 490 | 1, 617, O71 | 103. 7 
SE atiicdien-anccosesa . sesctwesidasesbaaal 1, 684, 040 1, 624, 134 103. 7 
cha he ncenawe ghee enn enw as jibvsnghoteen ‘ 1, 643, 181 | 1, 574, 717 104. 3 
i hiccdinnn satin niamndiode hss sodu nab en-aendeindedied 1, 630, 114 | 1, 574, 289 103. 6 











Table 2 shows an A.T. & S.F. ownership of 69,116 cars on May 1, 1959. Only 
57 percent, or 39,748, are boxcars, however. Conversely, the B. & M., with total 
ownership of 5,753, as 4,270 boxcars, or 74 percent. 

The B. & M. which terminates about 2% times as much traffic as it receives, 
could manage with an ownership of less cars than the total cars normally re- 
quired to handle its local business. Were the B. & M. to acquire ownership 
equal to the average number of cars on line, it would be impossible to use home 
cars without arbitrarily loading them to off-line points in preference to foreign 
cars, and returning the latter home empty. This procedure not only would 
violate AAR car service rule 1, but would create considerably more empty-car 
miles on the B. & M. and on other carriers over which these empty foreign cars 
would move to reach home. 

This would constitute an economic waste, reflecting in unnecessary operating 
expenses to the B. & M. and the other carriers involved. 

The purpose of the exhibit introduced by the A.T. & S.F. apparently infers 
that the B. & M. overemphasizes its terminating characteristics, does not own 
sufficient equipment, and prefers to use equipment owned by others. If this be 
80, the inference may easily be refuted by the data shown in table 3. 

As indicated in this tabulation, the B. & M. owned, during 1958, an average of 
4394 boxcars. With an average of 1,512 home boxcars on line each day, the 


daily average of boxcars loaded amounted to only 355. 
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TABLE 3.—Comparison on a daily basis of number of boxcars owned 








f . and 
number of home boxcars on line—With average number of bowcars ome e 
the B. & M. don 

YEAR 1958 
Number of Average oun 

Month boxcars number of box of 

owned home box- | } a ie 

cars on line | eign ang 

daily home, daily 
J 4 ht ane 

SE sn tcakticlhtccypscucanendiade onde nen en eunbehen eshte’ , 446 

PN 66st Sb SOE ei i Shdi ni ckesis dealin 4, 444 it 6 
Rac iriaicosbercaiicrivnndcqcesncsipabenbadsaleiaiersnis 4, 443 1677 bd 
IE SRSeRQERPIRRESeRT ERR a NERE TOS: 4, 410 1, 896 380 
SNe Lowns thadsenntaentndatnanacntechedeneubeaacgucupcnes 4, 399 1,914 a 
BN ARES nk 2S we rkbicduditlnckahtudetaetatGowes des 4, 386 1, 865 355 
RES cend nighnachetsinsime os Garemteetambinmeiimanaeee intima stsoiiiapiainniee 4, 386 1, 694 a 
Sa ins Scitininannnoses ante nighinnemepenen stele ihe ged 4, 380 1, 226 aly 
NN cabins nha nnkidcha perenne ket abaeenninn waminengxeskiowe 4, 373 989 a7 
Nites acccincta etna erates ur 4, 358 993 Ad 
SIN cin cicbbmnnDinxsackhermeatenseamnaguieesns adestkan 4, 352 955 = 
DNR wo teceewnsnncesaspecsceeavesescsecey<occuscsos-aoeee 4, 345 1, 265 1 
Ne i hoo antaininiaicinmnneemacnasnnindninies 4, 394 1, 512 355 


Source: AAR CS 54-1 and 614 and car accounting records. 


B. & M. ownership, as shown in table 2, practically meets the ownership figure 
recommended by the AAR in 1955 as the maximum ownership that the B. & 4 
should have. In order to comply with the AAR recommendation, the B. & M. 
increased its ownership in 1956, 1957, and 1958, by 1,965 new cars, roller bearing 
equipped, consisting of 1,000 50-foot boxes, 539 40-foot boxes, 300 open-top hop. 
pers, 26 covered hoppers, 80 flats, and 20 gypsum cars. In addition, approxi- 
mately 1,350 boxcars and 600 gondolas were upgraded by heavy repairs since 
1955. During this same period, however, a number of obsolete cars were retired, 

The reasons for the large percentage of B. & M. cars shown off line by the 
Santa Fe exhibit are— 

(a) The 1,539 new boxcars were built at shops in the Midwest. Several 
railroads in that locality asked permission to put these cars in service jn 
their territory, rather than permit the cars to come empty to New England. 
This had a strong tendency to indicate a large number of cars off line and 
the inference shown in the A.T. & S.F. statement that these cars were 
loaded from the B. & M. is incorrect. 

(b) This paragraph does not pertain to boxcars, but is an indication of 
B. & M. ownership of cars which are not required by the B. & M. Two hu- 
dred and sixty-three open-top hoppers were leased for a considerable period 
by three southern coal-carrying railroads, and used by them to meet de 
mands for this type of equipment in their territory. 

(c) The recent acquisition by the B. & M. of 1,000 50-foot roller bearing 
boxcars apparently helped the shortage of this type of equipment thronugh- 
out the country. Table 4 below shows conclusively the high demand for 
this type of car, and while it is not our intent to say the cars are not being 
returned to us (violation of car service rule 1), the fact remains that a 
number have not been returned to home rails, except on a few occasions, 
since they were placed in service near the builder’s plant. 


TABLE 4.—Record of 50-foot B. & M. boxcars off line 





Date Cars Cars | Percent 
owned | offline | offline 








May 1, 1959_.__- eee et. SOTA vied 2. cee ee 998 867 % 
ct el cere inden, td de ae eee 998 841 85 
caer cect ae 998 898 9 
pO RE ER RE GEE | SR | SESS on A Eo he Al et 998 814 4 
DANONE, ina. Rieti n ts cecil cL ks i ieebhen tacks Bik te 998 740 % 
De ee eunndmmensgasbidinedacbaackeemiatnoate 1, 000 946 % 
SI iets nk ot csincsin cond onsconminnaeliokenartabeethiztanseesenenit CC a 


ci i a puntata ei timate 


1 Built June 1956. 
Source: Car accounting records. 
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ghe exhibit submitted by the A.T. & S.F. is misleading in many respects. 
for example, the B. & M. has short mileage and requires but few cars to service 
its strictly local traffic. Table 5 below shows that in 1958, only 5% percent 
of the carloads handled on the B. & M. were necessary to serve local traffic, 
whereas in the case of the A.T. & S.F., 36.4 percent were needed. It therefore 
rs that a larger percentage of the B. & M.-owned cars than those of Santa 
fe ownership are available for interline business. 


TABLE 5.—Comparison of local traffic to total trafic, including overhead, in terms 
of carloads 


ll 
Year Local traffic | Total traffic | Percent local 
| to total 

pe reerpce erence marrtmept hpreaeeremnapen dnt eeeenen 
eee SOE OF) it ao 28, 225 512, 790 5.5 
I isin issctevnescancsiccninnctonamainny 34, 435 585, 544 5.9 
tines Setrernehnatdaennsiseniestire sauna’ 41, 422 636, 571 6.5 
a aca eh a Rae ae kis 626,114 | 1,717, 926 | 36.4 
ee OT ead talewaahcaasame 580,197 | 1, 728, 012 | 33.6 
IS Caste dak ots scaaksnnceespdcecroreeneeaih | 617, 181 | 1, 888, 477 | 33.6 


Source: Annual Report to I.C.C. (form A). 

If cars needed for local traffic were subtracted from the total A.T. & S.F. 
ownership, the picture as portrayed in the A.T. & S.F. exhibit would be con- 
siderably changed. 

Mr. McGinnis. I could sit here and discuss the Boston & Maine and 
the New Haven terminal problems. We are short-haul carriers. Our 
local business has gone to the trucks because our cities are close to- 
gether. , 

The Boston & Maine and the New Haven are at the tail end of 
thecountry. ‘The Boston & Maine local traffic is gone. 

By local traffic, gentlemen, let me illustrate: I mean local to our 
lines, originating in Boston and terminating in Worcester. It has 
gone to the trucks because the distance is so short. 

On the contrary, the protesting lines, the Burlington and the Santa 
Fe, the average haul on the Santa Fe is 553 miles. 

Secondly, the local business on the Santa Fe is 37 percent of their 
total business because they run from San Francisco to Chicago. Se 
the two things in my opinion are not comparable. 

The reason the Boston & Maine and the New Haven bought freight 
cars, and I was present when the orders were issued to buy them, was 
tocomply with the AAR request that we have a certain number of 
freight cars, and both railroads have the freight cars that they need. 

It is always curious to me, we know when the potato movement is 
going to reach its peak, it never changes, it is always the same within 
a week or two, and we prepare for that in New England by having 
the cars there. 

This peak movement of wheat that we hear about every year, the 
Santa Fe and the Burlington know when it is going to occur. We 
have a rule under car service rules called C-411. They can now on 
July 10, call back every boxcar off their lines right now in plenty of 
time for the peak wheat movement. It is a rule. 

If they serve me with it, I must send back immediately every empty 
boxcar of the Santa Fe and the Burlington. Why don’t they do it? 
They don’t want the cars sitting around for 2 months waiting for the 
wheat movement. 
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Of course not. There is nothing to prevent the ICC right now from 
providing boxcars for the wheat movement if they want to. 

Mr. Sprincer. Mr. McGinnis, this statement keeps being made and 
I am not in a position to contradict anybody legally, but T do not See 
how this committee can ignore the very words of the Commission 
which comes in here unanimously and says they do not have the power 

You heard Mr. Tuggle the day before yesterday. I cannot bring 
myself to believe that Mr. Tuggle is not telling the committes the 
truth. 

Mr. McGinnis. I heard you ask that question yesterday. 

Mr. Sprincer. I am not the one to dispute a fellow of your eminence 
and Mr. Symes, but I certainly have to take cognizance when the In. 
terstate Commerce Commission tells me they do not have the author. 
ity to do that. 

Mr. McGinnis. I am not a lawyer and neither is Mr. Symes. How. 
ever, I would like the privilege of submitting to you a memorandum 
from our attorneys, at least our conception. 

Mr. Sprincer. I certainly will be glad to read it, but I do not fing 
the ICC to be wrong many times. When they tell us they can do 
something or cannot do it, 1t usually works out that way. 

Mr. McGinnis. Perhaps I should stick to my operating rules and 
leave the law alone. I do know this, that under rule C-411 the Bur. 
lington and the Santa Fe can call their boxcars back 2 months ahead 
of time if they want to cover the wheat movement and we have to 
live up to it. We have been served. 

Mr. Symes gave you yesterday the notices he had now in hand to 
do various things. 

May [ also say that this emphasis is on the see of the wheat move- 
ment. There are other shortages. Piggyback is the salvation of the 
New England railroads because we are now manufacturing miseel- 
laneous. We have no raw products. That is, when coal cars come 
into New England, I can’t use them; I have no coal; I have no ore. 

That is why when poor boxcars come in I can’t ship paper. They 
want 50-foot cars. Most of the cars that come to me trea western 
railroads are 40-foot. I can’t use them. 

The fundamental thing is that we now have for example a short- 
age in flatcars for sot tbtle. What do we do about it? Come to 
Congress? No, we scout around the country until we find the flatears 
and get them for our people, and I think we will succeed in doing it. 

While I am on that subject, Mr. Chairman, we came down here 
last year and 2 years ago and we asked you for less regulations. 
Please free us from the shackles of regulations. 

And now, five of our friends in the West, and curiously enough 
only two big railroads, Mr. Martin representing the Burlington, the 
Burlington is owned by the Northern Pacific, and the Great North- 
ern and the Santa Fe. 

Where were the Union Pacific and the Southern Pacific? They are 
on our side. They are not on the other side. 

So this running to Congress and asking for more regulations on the 
most technical subject in the railroad empire is like asking Congress 
to go down and tell the scientists how to put the gadgets together at 
Canaveral. 
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This per diem thing is so complicated that we have special sub- 
gmmittees of accountants and special operating vice presidents like 
Vr. Symes. It is not an easy subject. 

[ put great, weight im an ners man like Mr, Symes as against 
glayman coming up here analyzing per diem, which is Mr. Martin. 

In any event, in the New England region, and I don’t like to confine 
itto local territory, if this penalty per diem went in or if this incentive 

rdiem went in, we would have no alternative but to sell the 14,000 
cars we own because there has never been a time when we do not have 
14,000 foreign cars on line. We had them last night, 16,000 foreign 
cars on line. 

Now, we don’t need them for local loadings and we only need 20 

reent for origin. 

So if you raise the per diem we would just have to throw up our 
hands and depend on foreign cars. It would not produce any boxcars 
from the terminal railroads. 

Now, the word “deficiency” —yesterday Mr. Martin called us a defi- 
cent line, with the connotation that he used that there is something 
wrong about it. 

Now understand, gentlemen, I never asked the Burlington to send 
me a boxcar, nor the Santa Fe. Never. Why does he send a boxcar 
to New England ? 

Because he is making money on it. He is getting the big bite. He 
isthe originating carrier. ; 

Iam only the terminating carrier getting a little bit of a bite. He 
never sends me a boxcar unless he is making money on it, and he is 
making the original rate. 

So when he looks down his nose, “deficiency carrier,” what is he talk- 
ing about ? 

did not ask him for his boxcars. He sends them to me. We, of 
course, receive per diem because we try to get every boxcar we own 
off our railroad. We own 5,000. Seventy-four percent of our fleet is 
boxcars. 

Ihavetolaugh. On the Santa Fe it is only 57 percent. 

I want to get rid of those cars because the only reason I bought them 
was to cooperate with the AAR, and I try to get them off the railroad 
because I don’t use them. 

Last year, 1958, 1,300 of my cars never moved a wheel and 2,000 of 
the New Haven’s never moved a wheel. 

So this reflection upon the terminal roads representing New England 
by the Burlington I don’t accept at all. 

Now, we have other alternatives. If the Burlington wants a penalty 
per diem and the Santa Fe, we will have to ask for a better acu 
from the Burlington, to let them bring cars into New England, or 
worse than that, I would have to embargo the port of Boston and the 
elevator because to handle a Burlington car of wheat or a Santa Fe 
ar of wheat in Boston, I would lose money. I would just embargo it 
and close up the port because I would have no alternative. 

Another reason we have more cars off line is that we run from 
Boston to Mechanicsville in 6 hours; then our car leaves. It may be 
gone to the coast. 
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Obviously, that car is off line more than the Santa Fe car because 
the Santa Fe first runs on its own line from San Francisco t 
Chicago. 

I am elaborating on the answer to Santa Fe only because the 
Senate paid considerable attention to it and one group of statisti 
of course, can prove almost anything. * 

Then, too, they used percentages. We have 3,800 cars off ling 
Percentagewise, we are higher than the Santa Fe, but they have 29,09 
cars off line. So, if we had a weighted average I wonder what it 
would look like. 

The four points that I made, I think, are necessary whether you 
pass these bills or whether you do not. How are you going to g. 
tablish an incentive rate or even a penalty unless you first have real 
costs ? 

If you don’t use mileage and if you don’t use the type of car and 
if you don’t use the age of the car, how in the world are you ever 
going to answer Mr. Martin, who wants to make money on his 
cars 

I don’t see that you ever will. He will never make any money, 

He suggested the rate might be $3.30 or $3.50, I think that is what 
he used. Now, he buys a new boxcar for $10,000 or $12,000. He will 
not make money on that. 

The thing to do is what I first suggested ;.eliminate the incentive 
to own any freight car 20 years old. 

If I were the arbitrator here I would say every 20 years the per 
diem is nothing; then you would get rid of the old cars; you would 
get rid of them quick. 

You know, in 1951, when the Boston & Maine leased cars we paid 
them off in 20 years, $1.90 a day. The actual per diem rate at that 
time was $1.75—20-year life. 

I don’t want to leave the committee with the idea that we are dog 
in the manger. This is a national problem and it must be solved, 
Don’t forget; 50 percent of the industry is opposed to all these 
bills. 

Mr. Symes represented 47 percent, and I represent 4 percent. 
Mr. Martin represented 25 percent, and 25 percent are neutral. 

The South is neutral. Why? Because they are even. 

They don’t care what the per diem rate is. If it is $4 or $1, they 
balance out. 

The other alternative to the New England railroads is, of course, 
to go back to the courts, and that is obviously in self-defense what we 
would have to do because my per diem rate now is $5 million a year 
debit and the New Haven’s is $7 million. 

On top of that we have only been paying $2 since 1953. We did not 
pay the $9.40 ; we did not pay the $2.75. So we owe that money. 

If these laws pass, in my opinion, they are simply a method of 
running around a court decision; a court studied this; a three judge 
Federal court studied this for 8 months and wrote that decision, the 
citation for which I gave you. 

I answered Mr. Martin’s boxcar thing where he could buy his trailer. 

Gentlemen, it is as simple as this: If you went over to Hertz aot 
this afternoon and rented a car, what do you pay? You pay mileage 
and you pay time. So much a day and so much a mile. 
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Suppose they gave you a 15-year-old car, or 20-year-old. You would 

jugh at them unless you were going to an antique show. 

esame way withatruck. Why should we continue to perpetuate 
gn average which includes 30 percent of 1,700,000 cars. Six hundred 
ihousand old dogs running around the railroads which should not be 
getting anything. 

Why don’t these people mention them? Is this because they are 
geditors? They get $2.75 whether they have a 35-year-old coal car 
oranew one. . 

[admit thesystemisprettybad. __ 

Now, how can Congress go into this technical subject? The most 
echnical subject in railroad operation is per diem. I have studied 
it for 30 years. If these bills pass, in my opinion, you still have to 
determine the cost, and you have to determine it ona sound basis. How 
an the ICC answer your penalty or your incentive unless they first 
know the cost ? 

Gentlemen, I would hope that you let the ICC carry out the court 
decision; let us see what they come up with. Then let the committee 
of six of the AAR, which is delegated that duty, come up with 
gmething. If nothing happens, let us come back later. 

[realize you stated, “You said that 2 years ago,” which is true, but, 

ntlemen, we ran into 1958 and in the East, we kept ourselves together 
with baling wire. Per diem was the last thing we thought of. We 
vere trying to survive. 

Gentlemen, that isall Thave. Thank you very much. 

Mr. Wiu1ams. Thank you very must, Mr. McGinnis, for your 
satement. What is the average age of the freight cars in operation ? 
(an you give me any indication of what that might be? 

Mr. McGinnis. The average age of all of the class 1, the 1,700,000? 

Mr. WitttaMs. Yes, sir. 

Mr. McGinnis. There is an exact statistic as of December 31, 1958, 
prepared by the AAR and the ICC, which is available. Instead of 
guessing, sir, I would like to have the privilege of giving it to you 
not later than ‘Tuesday of next week, or Monday. 

Mr. Witu1aMs. I think it might be well to have that information. 

Mr. Macdonald. 

Mr. Macponatp. I do not have many questions. I would merely 
like to congratulate you on your very forceful and clear statement 
here this morning. A couple of questions were raised in my mind. 
Ifeither of these bills were enacted, would that have an adverse effect 
mthe New York, New Haven & Hartford or the Boston & Maine, 
financially ? 

Mr. McGinnis. In my opinion, yes. No. 1, we have a statutory 
court order making null and void the order of 1953. 

We have only been paying $2 a day, not $2.40 and not $2.75. If I 
had to pay the $2.40 and the $2.75 tomorrow to these creditor lines, I 
would have to pay them $5 million which I don’t have and the New 
Haven would have to pay them $7 million. 

Now, I do not think these laws, if passed, you know, could be made 
retroactive, but, nevertheless, the lawyers could argue. You see, the 
ICC has not changed its formula yet. If these bills pass, the ICC 
might argue, “Now we have the blessing of Congress to do what we 
please here; therefore, we are going to go back to the court and say 
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the $2.40 and the $2.75 is justified.” In which case, if they did then 
the creditor roads could attach our bank accounts and that would be 
the end. Ido not predict that will happen because I don’t think any. 
body can make these retroactive, but it could influence the ] C 
thinking. iat de 

The other thing is that our per diem in the Boston & Maine last 
year was $5 million, which we paid the creditor railroads, and the 
New Haven’s $7 million. 

Obviously, we are operating at a deficit. 

Mr. Symes said these western roads made 4 percent. The Santa Fp 
has no commuting business. They have long haul. They have westem 
territory. They do not have the city taxes, at least to the etxent that 
we do and to the amount, because we have more of these cities jp 
the compacted area. 

Obviously, if you raise the per diem, our largest item of expense, it 
would be very unfavorable to us, financially. 

Mr. Macponaxp. I ask that question because both in committee and 
on the floor and in the conference meetings one of the reasons advanced 
for the passing of the railroad guaranteed loan was the fact that the 
New York, New Haven & Hartford and your own line were in pre. 
carious financial straits. Therefore, it would seem to me inconsistent 
to pass a law in one session of Congress to benefit roads such as yours 
and then next session pass a law which would have an adverse effect, 
That is the only reason I raised the question. 

Another thing; you said, Mr. McGinnis, that you had cited a case 
in which the circuit court, as I recall, asked or told the ICC to come 
back to the court with a brief explaining why they did not take into 
consideration anything more than just time. For your sake, I merel 
point out you did not cite it. You mentioned there was a case. I thi 
many of us would be interested in reading this circuit court of appeals 
decision because the reputation of that circuit court in Boston is one 
of the highest in the country. 

I would like the members to have a chance to read that decision, 

Mr. MoGrynis. To be perfectly technical about it, an appeal from 
an ICC order goes to a three-judge Federal court, and the judges in 
the court in Boston were Judge McCarthy, Judge Wyzanski, and 
Judge Woodbury. It went from there to the Supreme Court. I have 
the citation here, the citation for the statutory three-judge court, 
which, in effect, is the circuit court, 162 Federal Supplement 289. That 
was April 28, 1958. 

The Supreme Court decision was 358 U.S. 68. 

Mr. Macponatp. The Supreme Court upheld the circuit court? 

Mr. McGinnis. That is right. 

Mr. Macponap. In your opinion, do you think the passage of 
one of these laws would void such a decision ? 

Mr. McGinnis. The opinion said that the ICC has the authority 
to do this; the majority annulled and made void their decision setting 
up the $2.40 rate. 

Now, they did not say, “You have to do mileage; you have to do this, 
and the other thing.” They said, “From this record we are not satis- 
fied that you should not have used these other tests.” 

So we are now in a position where we are before the ICC, and we 
have had two meetings as to how‘the ICC will set up the procedure. 





Now, 
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Now, the examiner refusing to rule on the thing took the issues back 
to the Commission and that is where it is. The last hearing was 
Ie not want to leave the impression that the judge said you have 
touse mileage. They simply said on the record, “We are not satisfied 
why you did not use it.” 

Mr. Macponavp. You have made yourself very clear. I just thought 
it was an cere point inasmuch as the reputation of the court 
high one. 

5, gate tering if the rule which you cited, C411, which Mr. 
Springer was interested in, is an ICC regulation. What does C411 

to! 

a3 McGinnis. The Car Service Division of the AAR works very 
smoothly ordinarily, and most of the time their authority is backed 
either directly or by agreement, and that C411 is a special order of the 
ICC which no one has ever contested. It is good for the industry and 
they use it more, of course, in coal than they do in wheat. 

Mr. Macponavp. As you testified, under that, any railroad can recall 
itscars any time it sees fit. 

Mr. McGrynis. If it is not done voluntarily, it is mandatory if they 
apply rule 411. They could not do it facetiously, Congressman. The 
ICC might say there 1s no reasonable demand. 

Mr. MacponaLp. On your potato crop, can you invoke or have them 
invoke C411 ? 

Mr. McGinnis. Yes. 

Mr. Macponatp. This will sound naive to you, I am sure, because 
you have been in the business and your reputation is such, but it stag- 
gers me a little bit and I ask it to clarify it in my own mind. Is it the 
fact under the present ICC rule, no matter what kind of car you have 
sent to you involuntarily, in other words, you do not ask for a car, 
they send you a bunch of coal cars which are 30 to 40 years old, you have 
to pay the same rate for that as if you asked to receive some boxcars 
that were new that you wanted to use for your own purposes? 

Mr. McGinnis. That is right. 

Mr.MacponaLp. What is the justification for that ? 

Mr. McGinnis. In the record was, first, how to do it. The bookkeep- 
ing was too awful. Now we have Mr. Martin admitting before the 
Senate committee that, with these new machines, it is practical. 

I might mention that the freight cars we built during World War 
II we could not build with any steel. They were what we call com- 
posite cars, smooth steel frame and wood. All of those things are 
obsolete. These are thousands of them running around. 

Mr. Macponatp. When they come into the Boston & Maine whether 
you ask for them or not, you pay the same rate for them whether you 
use them or not, or how far they go, or if they just sit there ? 

Mr. McGinnis. That is right. The unfortunate part is that they 
are 40 feet, and the paper industry does not want 40 feet, so I can’t 
wethem. I have tosend them back empty. 

Mr. Macponatp. Will you explain to me, because I do not under- 
stand it too well, what percentage of the, I think you used the word 
‘bite,” of the total cost does the originating line get? Say it comes 
from the west coast to Boston. 
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Mr. McGinnis. It is oars to generalize. The big share goes 
to the originating carrier, the smaller share to the intermediate ¢ay. 
rier, and the smallest share to the terminating carrier. Normally 
the biggest bite is the originating carrier. ; 

That is why we fight with the other railroads to get the business 
on the originating lines. It works both ways. On the potatoes grown 
in Maine, we get the largest share of the revenue even though the 
potatoes are going to San Francisco. 

Mr. Macponatp. You said there were about 200,000 cars leased 
by various corporations, and they are leased by these corporations 
merely on a mileage rate? 

Mr. McGinnis. That is right. 

Mr. Macponatp. Just as if I was going out to hire a Hertz car 
on the same basis ? 

Mr. McGinnis. That is right. 

Mr. Macponaxp. Are they subject to ICC regulations? 

Mr. McGinnis. No; it is a business proposition. If I want 109 
flatears I call up General American Transportation and I will say 
I want 100 flatears. What will you pay? TI will say what do you 
think will pay it out over a 15-year basis. Right now they would say 
434 cents a car-mile. That has to be approved by the AAR because 
these cars travel all over and everybody has to pay the mileage, 

Mr. Macponaxp. That is what I was wondering about. 

If it can be done on a businesslike basis between some people in the 
business of leasing cars, why can it not be done on a businesslike basis 
by the various railroads concerned? Why does it get to be such a 
bookkeeping transaction when it is between two railroads? 

Mr. McGinnis. The General American Transportation, of course, 
is in the business of making money by building cars and leasing them, 
They do not participate in the revenue. When you get in the rail- 
road interchange the Burlington gets the revenue while the car is on 
their line and a division of it, and so forth, and it is not quite as 
simple. 

All we say is that mileage should be used because mileage is respon- 
sible for 70 percent of the repairs and 45 percent of the depreciation; 
not time. 

If you leave an automobile in a garage for 10 years the tires might 
go, but the thing would be there. 

The fact is that we ignore mileage. Now, if you use mileage as 
well as time this big argument between the long-haul carriers and the 
short-haul carriers would disappear because that would compensate 
the short-haul carriers because the long-haul carriers would have an 
increase in what they would have to pay because they wear the car 
out more than the short-haul carriers. 

Mr. Macponaup. Does this memorandum which you introduced 
answer the Senate report of the Interstate and Foreign Commerce 
Committee there about the fact that you, by law, are bound to unload 
cars that are not your own prior to unloading your own, which was 
mentioned in testimony ‘yesterday ? 

Mr. McGrnnis. It answers it completely. Let me say one er 
about the Santa Fe exhibit, which the Senate relied upon so muc 
when they wrote their report. 
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[ testified at the Senate hearings on June 9, and the Santa Fe was 

ut in by the next to theJast witness, the first time we ever saw it, 
and it referred to the Boston & Maine. 

So we asked for time to answer it and we were given until June 19. 

Now, the report of the subcommittee of the Senate came out in the 
Wall Street JournalonJune 17. _ 

No. 2, I never said—I was the witness—I never said we didn’t want 
to get cars off line. In other words, he has a “red herring” here. 

What is he talking about? We never denied it. We would like to 

t all our cars off line because we don’t need them, but the facts are 
we could not. ‘ 

We had 1,300 idle on the Boston & Maine and 2,000 on the New 
Haven, but it was the “red herring” effect of the thing. 

You would have thought that I, and I was the only witness for the 
B. & M., had put in something which they had cause to rebut. I 
didn’t say anything about that. : 

Of course, we want to get cars off line. Why do we want them in 
New England? Wealways have 14,000 foreign cars. 

So what was he trying to prove? So when the Senate committee 
said fact and theory, I did not know what they were talking about. 
[did not say we were not trying to get cars off line. I did not under- 
stand the purpose of the exhibit in the first place. 

Mr. MacponaLp. You think the exhibit that was introduced does 
not reflect the true state of facts, as far as:‘the Boston & Maine is 
concerned ? 

Mr. McGinnis. The facts that the Santa Fe used are correct. The 
inferences are all wrong. I think that answers it. 

Mr. Macponaup. Mr. Chairman, I would like to thank Mr. Mc- 
Ginnis. 

Mr. Sprincer. Mr. McGinnis, I think you have made about as 
excellent a presentation of your position as has been made before this 
subeommittee. You used a formula there in the beginning part of 
your testimony using the Interstate Commerce Commission for back- 
ground as to how many cars a railroad ought to have? Would you 
repeat that ? 

r. McGinnis. A railroad should have sufficient cars to protect 
their originating carloadings, taking into consideration the number 
of foreign cars that they normally have on line. 

Now, by originating carloadings on the Boston & Maine, I mean 
if we originate a load of paper going west that is an originating car- 
load, but also of course, by originated carload in Boston going to 
Springfield, Mass., that is also an originated carload. 

Now, if you add both of those together in the Boston & Maine I 
have 25 percent of my total loadings of that category. The Santa Fe 
is 50. 

With my 5,000 boxcars and a total cars of 6,800, I completely pro- 
tect my loadings with 1,000 cars. 

Mr. Sprincer. You say that 1,000 cars is what you ought to have? 

Mr. McGinnis. That is right. I said, however, that under the 
AAR request they said 5,000, and we met that test. 

Mr. Sprincer. How many cars did you have in 1945? 
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Mr. McGrynis. In 1945 I would guess, and this is only a guess, sip 
I have only been president of this railroad 34 years, probably rates 
as many as we have now. 

Mr. Sprincer. How many did you have in 1951? 

Mr. Macponatp. I think we ought to be clear that when you ask 
Mr. McGinnis how many did he have in 1945, he was with the New 
York, New Haven & Hartford at that time. 

Mr. McGinnis. In answering the question I am only guessin 
When I became president of the Boston & Maine 314 years ago J - 
herited a lot of cars, but they were not any good. They were all worn 
out. They were all composite cars. Now, I bought 2,000 cars, 

Mr. Sprincer. We cannot conduct this hearing unless you answer 
the question. 

Mr. McGinnis. I don’t know. 

Mr. Sprincer. How many cars do you have in 1959? 

Mr. MoGrnunis. I have 6,892. 

Mr. Springer. Does that include the 1,000 new ones you testified 
about here ? 

Mr. McGinnis. Yes, sir. 

Mr. Sprincer. You got those in 1959? 

Mr. McGinnis. I go those in 1957. 

Mr. Sprincer. Do you say that is more than fits the formula set 
up by the ICC? 

Mr. McGinnis. It isslightly above the formula set up by the AAR. 

Mr. Sprincer. Does that meet the formula set up by the ICC? 

Mr. McGinnis. The ICC has never set up a formula for car owner- 
ship. 

As a matter of fact, the AAR is only a suggestion. The AAR has 
never insisted that you should own so many cars because even how 
many cars you need you know is controversial. 

Mr. Sprincer. I think the formula Mr. Tuggle put into the record 
the day before yesterday is approximately that formula. 

Now, you would like to have mileage in the formula ? 

Mr. McGinnis. Yes, sir. 

Mr. Sprincer. Together with daily rental ? 

Mr. McGinnis. Right now, sir, the only element—you figure all 
these costs, but it is actually $2.75 every 24 hours. So we call that 
time. We claim that there should be a second factor called mileage 
which would reflect what produces the wearing out of the car. 

Mr. Sprincer. You would not say that you ought to have mileage 
along, too ¢ 

Mr. McGinnis. No, sir. 

Mr. Sprincer. By the way, are you one of the six members of this 
negotiating committee of the presidents of the railroads ? 

Mr. McGinnis. I wish I were. Iam not, though. 

Mr. Sprincer. You say that per diem is a very technical subject! 

Mr. McGinnis. Yes, sir. 

Mr. Sprrnerr. The ICC has been before this committee, including 
the day before yesterday, for the third time in 7 years recommending 
the passage of either one of these bills, or both. 

Do you feel in view of the situation as it now exists with reference 
to railroad cars that this subcommittee ought to ignore those recom- 
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mendations of the ICC which we believe is acting in the public 
. g 

yn No one looks up to the judgment and wisdom of 
the ICC any more than I do, but I do think that we must always 
remember that regulatory agencies have the authority, but none of the 
responsibility for the result. 

Mr. Symes has both. Mr. Tuggle hasone. | 

Mr. Sprincer. Now, the ICC tells us in their testimony on each one 
of these three occasions, 2 years ago, and again this time, and once 
before, since I was a member of this committee, that this legislation 
is necessary if they are to get these cars in the right places at the 
right time. : ; 

you feel we ought to ignore those recommendations? 

Mr. McGrxnis. I think we should have as you are having, hearings 
on the thing. I think when 51 percent of the railroad industry dis- 

with the Commission, some weight should be given to that. 

Mr. Sprincer. I agree with you; I think some weight should be 
given to it. , “ee : 

On the other hand, I think the public interest is paramount over 
even what the railroad industry may feel about it. I do not believe 
that this Commission has tried to penalize you. At least I fought as 
hard as anybody last year to see if I could get the dogs off your back 
and nobody exceeded me in zeal for that. 

Mr. Macponatp. You are not suggesting that it is in the public 
interest to get this wheat from the big wheatfields into storage bins 
under our subsidy program. 

I do not really understand what the big hurry is when nine-tenths 
of the wheat, from the figures I have seen, mauely gets stored in some 
bin. I donot see the great public interest in that. 

Mr. Sprincer. Let me show you what the public interest is. For 
the first time in several years wheat is now lying on sidings, on the 
ground, now, this minute, today. 

Mr. McGinnis. Because of car shortage, sir? 

Mr, Sprincer. That is exactly the reason. 

Mr. McGinnis. I would disagree with that. 

Mr. Sprincer. I got a report the day before yesterday. I think it 
is reliable. 

Mr. McGinnis. I understand it is from lack of elevators. 

Mr. Sprincer. If you want to put it back, it is lack of elevators, 
certainly, but if you had the cars to take it up it would not be necessary 
todothat. You would be able to get the wheat out: 

Mr. McGinnis. You bring up the ICC. Should not this committee 
also give some weight to a statutory three-judge decision, who have 
studied this ICC action and who were upheld by our Supreme Court ? 
Isthat not also an arm of our Government ? 

In other words, in my opinion, of course, the ICC is simply running 
around the Court in these bills. 

Mr. Witu1ams. The Court is running around the Constitution. 

Mr. McGinnis. I realize we are geting on touchy ground here. 

Mr. Sprincer. However you want to put it, the attempt of this 
legislation is certainly to go around that decision because it was never 
understood up to this time that that was the intent of the law. 
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I do not see that that was the intent, but the Court found it and I 
am not going to find fault with it. 

Even if they intended it, I think if the public interest demands th; 
be done, we certainly would be justified in passing a law to do it ; 

Now, Mr. McGinnis, I do not like to make statements, but I say thi 
to you: In every other year, I would say this is the fourth year slags 
I have been in the Congress out of 10, when this thing does hess 
acute. I happen to be in the area where they have enough cars if the 
have their own cars, but I do not think we can keep on doing this 
indefinitely unless the railroad industry is going to give us some asgyr. 
ance that they are going to work this thing out to where you are goi 
to be able to build more cars or else there will be some kind of amanan 
ment made where these railroads can get their cars back to points of 
origin in time to handle these emergencies which we are going through 
and we generally begin it now with wheat and we will soon go to 
another one, and then to corn, and all through the fall clear up unti] 
December 1. 

Mr. McGinnis. Mr. Springer, the St. Lawrence Seaway presumably, 
at least the proponents said, is how you are going to move wheat, 
Let us assume you put this thing through and the ICC says to the 
B. & M. “Go out and buy yourselves 2,000 grain cars.” For what! 
Bring them to Boston? We will never bring them to Boston unless 
we have lower rates to compete with the St. Lawrence Seaway. 

To read the papers that is now a world port. 

Mr. Springer. I think your problem is a little more complicated 
problem; it is paying for each car at a rate which would stimulate 
enough incentive for someone to own cars. 

Mr. McGinnis. I am willing to. 

Mr. Sprincer. At the present time there is certainly no incentive for 
anybody at $2.75 to purchase any cars, not you, not the Burlington, 
not the Illinois Central. ' 

Mr. McGinnis. I agree with you, but you are not going to do it 
by legislation; you are going to do it by getting rid of any incentive 
to own an old car. You are going to get rid of it by differentiating 
between types of cars and cost of cars and by using a realistic cost 
which is time and mileage. 

I was a banker for 22 years and I know you have to do that. I 
realize the problem. 

But let us be realistic in solving it. 

As I say again, pass thése bills? You still have to determine these 
four factors of cost. Otherwise how are you ever going to arrive, how 
can the ICC say, boom, $3.50. 

I will ask: How did you arrive at it? You are not authorizing 
them to make arbitrary decisions. 

Mr. Sprincer. I think they will have hearings on it and I think they 
will arrive at something just, but the formula which is set up here 
does give you something else other than bare bones; that is the cost of 
the car, plus depreciation, plus 6 percent interest. 

The job is to stimulate it so that you fellows in the business are 
going to have more cars to do it, whether it is the Burlington or you. 

That is all. 

Mr. WuaiaMs. Perhaps some of the questions that I have to ask 
= will be more or less naive, but I need a clear picture of the prob- 

em here, in order to understand it fully. 
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If you do not mind, I would like to take just a mintue to go through 
,hypothetical case. Let us assume that a carload of goods is shipped 
from New Orleans to New York City to be transported by the Illinois 
Central in one of their boxcars. _ 

To be transported by the Illinois Central to Chicago where it would 
be transferred, I assume to the B. & O., or some railroad going east, 
let us say it is the B. & O., to the point of destination, how is the 
B, & O. compensated by the Ilinois Central for carrying that boxcar 
toNew York? 

Isthat on a book transaction basis? 

Mr. McGinnis. That is a tariff. All the rates from New Orleans 
to New York are published and for the same commodity they are the 


You took the circuitous route, you went to Chicago and over. Nor- 
mally it would come to Southern Railroad to Potomac yards, and then 
Pennsylvania to New York, but the rates are the same. 

Between railroads we have divisions. Let us say the rate is $500. 
The Illinois Central would get X percent of the $500. 

The Baltimore & Ohio would get X percent. 

And whoever owned the cargo would get $2.75. 

Mr. Witur1aMs. Let us assume that the Illinois Central owns the 
ar. The Illinois Central pays no per diem on the car at Chicago. 
When the B. & O. takes it in Chicago they get a certain percentage 
ofthe rate, of the tariff ? 

Mr. McGinnis. Right. 

Mr. Wituiams. For their haul between Chicago and New York. 

Mr. McGinnis. That is right. 

Mr. WituiaMs. But in return they have to pay the Illinois Central 
for the use of their car while it is on their line $2.75 a day? 

Mr. McGinnis. Right. 

Mr. Wiut1ams. Now, when that car reaches New York City and it 
is unloaded the B. & O. must pay the Illinois Central $2.75 a day 
until it gets that car back to Illinois Central ? 

Mr. McGinnis. Or off their line on some other line. 

Mr. Witt1ams. Now, when the B. & O. hauls that car back to 
Chicago is the Illinois Central required to pay the B. & O. mileage 
for the empty haul back to Chicago? 

Mr. McGinnis. No, sir. 

Mr. WituiaMs. If they haul it empty ? 

Mr. McGinnis. If it goes back empty the B. & O. pays $2.75 loaded 
orempty as long as it is on the B. & O. lines. 

Mr. Witx1ams. Of course, the B. & O. could take a shipment to 
Chicago and receive the revenue? 

Mr. McGinnis. That is right. 

Mr. Witu1aMs. The only thing they would pay the Illinois Central 
for the use of their car would be the per diem ? 

Mr. McGinnis. That is right. 

You understand, of course, that same day the Illinois Central might 
be eo B. & O. ear. 

Mr. Wii1aMs. I understand. 

All of that I assume is done through some pretty intricate book- 
keeping, but I am trying to take one car and follow it through. 

Now, you are referring to per diem and mileage. Where does the 
mileage matter enter the picture? 
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Mr. McGinnis. Mileage has nothing to do with it right now, 

Mr. Witu1aMs. Are you suggesting that the B. & O. be compensated 
for hauling that boxcar back to Chicago? 

Mr. potas. No, sir; 1am not. 

Mr. Witu1aMs. You used the Hertz automobile system as a com. 
parison. 

Mr. McGinnis. Right now the wear and tear on a car between New 
Orleans and Chicago on the Illinois Central is not used as a facto, 
in per diem. Neither is the wear and tear from Chicago to Jerse 
City onthe B.&O. That is nota factor. y 

I claim that 70 percent of the repairs of the car comes from 
it and it is not a factor. 

In the old days when the divisions of revenue were set up some 
weight was given to mileage, but they are decided between railroads 
unless we get into a big fight and we go to the Commission. 

Mr. Wiurams. I think that is all I have. Thank you very much 

Mr. McGinnis. Thank you. 

Incidentally, I don’t want to leave without saying we greatly appre. 
ciate all the efforts of the committee on behalf of te railroads last 

ear. 
: Mr. Witu1aMs. I believe Mr. Hood is next. 


using 


STATEMENT OF W. J. HICKEY, VICE PRESIDENT AND GENERAL 
COUNSEL, THE AMERICAN SHORT LINE RAILROAD ASSOCIATION 


Mr. Hickey. Mr. Chairman, I am appearing in substitute of Mr. 
Hood. 

My names is W. J. Hickey. I am vice president and general coun- 
sel of the American Short Line Railroad Association. 

I have occupied that position for about the last 6 years. 

During that entire period at least part of my time has been spent in 
connection with this per diem litigation and proceedings before the 
Interstate Commerce Commission. 

What I would like to do this morning, with your permission, is to 
have incorporated in the record as if I had read it the statement which 
Mr. Hood prepared and if I may, just briefly summarize the points 
that he has made and perhaps supplement it with a few comments 
of my own. 

~ Wiu1ams. The committee will be glad to receive the statement 
in full. 

(The statement referred to follows :) 


STATEMENT OF J. M. Hoop, PRESIDENT OF THE AMERICAN SHORT LINE RAILROAD 
ASSOCIATION 


My name is J. M. Hood. I have been president of the American Short Line 
Railroad Association since July 1, 1935. Prior to that time I served in various 
operating-maintenance capacities for 23 years on a middle size class I railroad, 
having full responsibility for car service and per diem subjects. 

The American Short Line Railroad Association is a nonprofit, unincorporated 


association of 278 common carriers by rail, representing an investment of just 


under $2 billion and operating almost 18,000 miles of first main track, During 
1957 they earned gross revenues in the amount of $683 million; employed 65,910 
persons, who were paid $358 million in wages; and paid taxes of $90 million. 
During the 45th annual meeting of the members at Savannah, Ga., on October 
1, 1958, position was taken legislativewise with respect to numerous subjects 
including strong opposition to penalty per diem or the inclusion in per diem 
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of other than adequate compensation. I am appearing here accord- 
mee the instruction of these member lines in oppostion to H.R. 5938, H.R. 
= E.R. 6551, and other similar or identical bills. Based on my own experi- 
ence, 1 am in full agreement with the position of our member lines that the pas- 
sage of any of these bills would not be in the public interest. 
considering legislation of this type, it is first necessary that there be 
full understanding and appreciation of the basic characteristics of the fully 
ted rail transportation system in the United States. Anyone, anywhere, 
at any time, may load and forward a car originating on any railroad at any 
t in the United States to any other railroad, usually using one or more 
carriers intermediate in the route. Normally such car moves without transfer 
of lading until the consignee unloads the shipment. This practice is econom- 
jeally sound and is required by regulation. The shipper and consignee are 
wholly unconcerned about who furnishes the car, who participates in the freight 
rate, or how intercompany transactions are completed, including freight car 
repairs, car rental, and claim payments. : 

The concept of each of these bills is essentially the same, although the 
approach differs slightly. Primarily each of the bills seeks to provide a 
measure of regulation as to car supply and distribution. 2 

It is important that it be understood what is meant when the terms “use 
gnd “appropriate” are included in the language of the bills purporting to give 
additional regulatory authority to the Interstate Commerce Commission. When 
a rail carrier receives at a junction point a car of freight accompanied by 
necessary billing instructions, it is its common carrier duty to complete the 
transportation service expeditiously and economically. This carrier may be 
moving the car only to the next carrier, or to the consignee for unloading. 
In either event, it is using the car, as that term is ordinarily defined, but in 
no sense is the carrier appropriating the ear. It is doing exactly what the 
Congress by law and the Interstate Commerce Commission by regulation re- 
quire it to do. Similarly, when the lading has been removed and the car has 
been made available to the carrier in whose possession it may then be, that 
carrier is required to load the car to the owning line or in the direction thereof, 
if possible, giving such return loading preference over the loading of system 
cars (that is, cars owned by the carrier then in possession of this particular 
foreign car). When such loading is not available to a point on the line of the 
owning road or intermediate thereto, the carrier then in possession of the 
car is required to return the car home empty. Only when this terminating 
earrier places this foreign car for loading locally or in the opposite direction, 
for instance, is there any appropriation. 

Section 1(15) of the Interstate Commerce Act, as well as other parts of the 
act, give the Interstate Commerce Commission very wide authority over the 
rules governing the distribution and movement of freight cars. The Commis- 
sion has appointed its Director of the Bureau of Safety and Service as a more 
or less permanent agent authorized to redistribute cars of any ownership and 
kind. Numerous orders are so issued from time to time. They are promul- 
gated without notice and without hearing and therefore the benefits are secured 
as soon as is humanly possible to effect them. 

Contrast the prevailing situation with respect to the Commission’s present 
authority to effect a different distribution of freight car supply in the public 
interest with what is proposed in these bills. Should one of these bills become 
law, in order to accomplish anything, the Commission would have to make 
a record, allow due process with respect to the proceedings affecting all inter- 
ested parties, and, finally, issue orders which could be challenged in the courts. 
Long before this could be accomplished the conditions which the Commission 
sought to correct would likely have disappeared and the irritation, if any, 
would stem from shortage of a different type of car in a wholly different loca- 
tion. It is my opinion that the remedy proposed is of no practical value and 
would, if used, actually prevent the rendition by rail carriers of as good service 
in the public interest as they could otherwise perform. 

This leads us to the meat of the bills, which is to exact from rail carriers 
in possession of foreign cars something over and above adequate compensation 
and to cause these moneys to be paid to the car owners. No adequate standards 
are established for the application of such penalties, which, together with the 
fact that the penalties constitute payments from one citizen to another rather 
than into the Treasury of the United States, possibly contravenes the Con- 


stitution. Certainly if ever enacted, such a bill would be promptly put to the 
test of constitutionality. 
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Our objection to the bills goes a great deal further in that we are cony 
the sole interest of this committee and of the Congress is to assure an oe 
car supply and as good public service by rail carriers as is economically vane 
Certainly none of you would contend that an adequate car supply contemp), ue 
all rail carriers every day supplying cars of the exact type, size, capacity. a 
characteristics that any shipper might want in any quantity. This omen 
would not be possible if the total supply of cars were doubled. Admittedly oe 
desirable to move everyone's traffic when offered, and efficient carriers stri : 
achieve just that. ve to 

The other side of the picture is that in moving grain crops, for example 
few weeks’ harvest results in the crop for the entire year being offered the cou ; 
try’s elevators in quantities exceeding their ability to load, and even should this 
volume of wheat be loaded in those quantities, it would merely back up at the 
terminal elevators which could not find space or perform the unloading ov 
short a period of time. For a considerable number of years past the grain situa 
tion has been further complicated by the fact that huge quantities of grain of all 
classes are in various types of storage and the Commodity Credit Corporation is 
usually engaged in moving large quantities of grain either for export or to other 
types of storage just before the current year’s crop begins moving into the termi 
nal elevators. It is inconceivable that any number of grain cars would provide : 
solution for this situation. True, if the cars, together with the necessary ee 
storage capacity, could be found, pressure would be relieved on other types of 
storage. Such a method would be economically unfeasible. A freight Car is 
intended as a package in which to transport commodities, not for storage. 

In very walk of life, whether it be manufacturing, housing, servicing the pop- 
ulation, or what have you, the consuming public has to adjust its demands to a 
reasonable level in. order that the income of each of these entities will provide 
the necessary service to the public and remain solvent. 

It is rarely possible to buy anything very complicated off the shelf. An order 
is placed and the producer reaches it when its turn comes, based upon his 
capacity and ability to supply material and labor. In the freight car field, for 
instance, this lag is anywhere from 6 to 30 months. Houses and apartments are 
are not available everywhere for every demand. They are provided after there 
is an indication of the demand and for year-round occupancy. There is no more 
reason why a freight car should be provided by the rail industry for one trip 
in each year than there is why a landlord should provide a home in an area 
where the demand exists for only 2 weeks annually. 

Every kind of public event, such as an all-star baseball game, a prominent 
speaker, performer, or event of any kind, results in demand for seats and space 
exceeding the capacity of the place in which the entertainment is provided, 
No one would seriously contend that any of these establishments should have 
capacity to meet the maximum possible demand but enjoy annual patronage of 
only a small fraction of the facilities available. 

A factor to be taken into consideration by everyone in connection with freight 
car supply is that all of us in the business know well that car surpluses and car 
shortage figures are grossly exaggerated. This is not an indictment of their 
accuracy. It is the way human beings perform and possibly cannot be corrected. 
When cars are surplus, each yard master and division superintendent does every- 
thing he can to avoid the necessity of storing these cars in his own area because 
it inconveniences him. Likewise, when cars are surplus, many are counted 
that in reality on careful inspection would be graded bad order. On the other 
side of the picture, during periods of car shortage or anticipated shortage, local 
rail officers do the best they can for their own shippers. They are not too 
particular about reporting for distribution empty cars available today because 
they figure they might need them in the next couple of days. The shipper like- 
wise takes a hand in swelling these shortage figures. When he knows that cars 
are getting tight, the shipper is prone to order more cars, hoping that with the 
application of a percentage distribution he will actually get the number he needs. 
The sum total of these things can and does become huge. 

On July 25, 1947, in its docket 29670 (268 I.C.C. 659), the Interstate Commerce 
Commission prescribed penalty per diem charges under the then existing law. 
The action was set aside by a three-judge Federal court, November 20, 1947, in 
Palmer v. U.S. (civil action 3816-47, 75 F. Supp. 63). The following brief 
quotation is taken from the opinion in the Federal court case, which remains 
the law of the land since it was not appealed to the U.S. Supreme Court: 

“* * * the per diem charge is so completely unrelated to the evils sought 
to be remedied by the proposed order that serious question would arise as to its 
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salidity as & regulation. A regulatory measure must have ‘a real and substantial 
tion to the object sought to be obtained.’ This per diem, however, has no 
relation to avoidable delay or to inefficiency.” 

Because, in the opinion of the members of this association and in my opinion 

the passage of one of these bills would not facilitate the movement of rail 
freight and eould have the exact opposite effect, it is our hope that H.R. 5938, 
HR. 6468, H.R. 6551, and other bills of like purpose do not pass. 

Mr. Hickey. Mr, Hood has been before this committee a number 
of times, and I believe-that all of you present know of his qualifica- 
tions to speak on this subject as well as others involving the railroad 
industry. 
am the course of his statement he refers to the fact that member- 
ship of the association now numbers approximately 278 railroads 
and that at the annual meeting of the membership in Savannah in 
1958 it was voted that the association should oppose bills of this type 
that would have as their purpose a penalty per diem or addition of 

alties to per diem rates as a regulatory action. 

Mr. Wii1aMs. Could you tell us whether that was unanimous, or 
was there a division in the association ? 

Mr. Hickey. It was a unanimous vote at that time. I would say, 
to be candid, that all members of the association were not present at 
the meeting, but it was done in open session by those who were 
resent. 

r Mr. Hood also expresses strong doubts as to the wisdom of the en- 
actment of this legislation from a personal viewpoint, having had 
experience in the railroad industry for some 45 years. He supports 
the statements that you have heard from Mr. Symes, Mr. McGinnis, 
that the per diem rate is not the place to attempt to accomplish the 
result that we all are seeking. 

In the latter part of his statement he refers to the court cases that 
have interpreted the Commission’s power as additional support for 
the conclusion that the per diem rate is not the place to accomplish 
either the efficient use of freight cars or increases in the inventory 
of freight cars. 

In that connection, he refers to the Palmer case, which has been pre- 
viously cited, wherein a very highly regarded court in the District of 
Columbia, in a decision by Justice Prettyman, expressed the view 
that— 


The per diem charge is so completely unrelated to the evils to be remedied 
by the proposed order that serious question would arise as to its validity as a 
regulation. A regulatory measure must have a real and substantial relation 
to the object sought to be obtained. This per diem, however, has no relation to 
avoidable delay or to inefficiency. 

In the course of this discussion, reference has been made and reli- 
ance has been placed from an economic standpoint, by Mr. Martin 
and others who support this legislation, that one of the cardinal 
principles to stipulate additions to the car fleet and more efficient 
use is that it is cheaper to rent than it is to own. 

Mr. Martin has stressed that as the cornerstone for urging that, if 
we put incentives or additional amounts unrelated to ownership cost 
in the rate, that will operate as an incentive for more efficient use and 
additional cars in the supply of the car fleet. 

_I challenge the justification for that statement on the basis that, 
if analyzed, it simply means that it is cheaper to rent than it is to 
own so long as the.rental charge is less than ownership cost. 
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There have been a number of statements made by the elements that 
go into the calculations of the existing $2.75 rate, and it has been 
advanced that this is, indeed, the bare bones of ownership cogt 

In my opinion, the meat on those bones is probably almost ag o 
as on my own because there is testimony in the record showing that 
to arrive at $2.75 the ownership cost or the cost of the equipment 
itself has been calculated at reproduction value, and a return of 6 
percent on reproduction value is included in the $2.75 rate. 

Mr. Springer. Is that at current reproduction or is that at repro- 
duction 20 years ago? 

Mr. Hickey. That is at current reproduction. Now, if you will 
analyze that, that means that car owners are getting 6 percent on 
money they have never spent and never will spend. 

You can break it down as representing approximately 10 percent on 
original depreciated cost. Certainly, if there was any incentive jt 
would seem to be apparent in the fact that you you are now getting 10 
percent on the money you have invested, and it raises substantial ques. 
tion as to how high a rate has to be before it becomes an incentive, 

I daresay, therefore, that the additional amounts of 25 to 50 cents 
that have been suggested here would not accomplish the result, 

Most. of the opposition that has been expressed here is directed to 
the use of the per diem rate for this purpose. I think that, when you 
go over the record carefully, that is the sole objection. 

In other words, Mr. Symes says let us not tinker with the per diem 
rate; let us keep it where it is supposed to be, true ownership cost, and 
that covers the acquisition cost of the equipment plus all expenses of 
maintaining it plus a return on value, which I have explained has in- 
creased by an amount not representing cost, but what it would now 
cost to reproduce the same car. 

The other point that I would like to urge is in support of that point 
of not using the per diem rate in this fashion; that, in my opinion, the 
Commission now has all the authority that these bills would give it 
except the right to use the per diem rate as a means of enriching car 
owners by penalties. 

Now, that may apparently conflict with statements that are attrib- 
uted to the Commission and its witnesses, but in my view what the 
Commission has said is that they do not have the power under existin 
statutes to use the per diem rate for this regulatory purpose, | 
agree with them, but they have all the necessary power to accomplish 
the same results that we are all seeking. 

I might read you something, if I may, for the moment, to attempt 
to support that statement. 

The Commission asked that it be given definite and specific authority 
to prescribe for all carriers by rail, subject to the act, rules, and regu- 
lations governing interchange of cars, return of cars to the owning 
road, the conditions and circumstances under which such cars may be 
loaded on foreign roads, and the compensation which carries shall 
pay to each other for the use of each other’s cars. 

The carriers should be required to publish, post, and file with the 
Commission under the provisions of section 6 of the act such rules and 
regulations prescribed by the Commission, and should be held to an 
observance of these rules and regulations just as they are held to an 
observation of their lawfully published, posted, and filed rates. 
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The source of that statement is the 1916 annual report of the Com- 


mission. od Darr bi ’ 

In 1917 the Commission was given that exact authority. That is 

only referred to as the Esch Car Service Act. 

[ would like to refer you to paragraphs 10 through 17 of section 1 
of the Interstate Commerce Act as authority for the statement that I 
sow make that the Commission has complete authority to accomplish 
the desired results except through use of the per diem rate. As I 

in urge, it not be used as the vehicle. 

The question has come up as to whether they could enforce such 
ders. I refer you to paragraph 17 of section 1, which specifies the 

alties that the Commission can impose by statute for failure to 
observe its order's concerning car service. ! i 

Now, there can be no real challenge to the fact that the Commission 
jas this authority. As a matter of fact, in 1947, in docket 29669, they 
mdertook to determine what carrier service rules should be pub- 
lished, what should be filed with the Commission, what car service 
rules the commission should promulgate, itself, and what should be 
theownership of all cars of various types on all railroads. 

Now, there is a demonstration by it that it has the necessary au- 
thority. I will read you one paragraph from its order of February 
3, 1947, where it says: 

The proceeding will be for the purpose of — 

[am paraphrasing here to some extent : 


1. The establishment of such reasonable rules and regulations and practices 
as may be necessary to correct any unreasonableness found to exist and re- 

g the removal of any other unlawfulness found to exist with respect to 
said matters (that is, car service) ; and 

2. All carriers or particular carriers to provide themselves with safe and 
adequate freight cars as enumerated above for performing as comon carriers 
their carrier service if it be found necessary in order to enable such carriers 
tofurnish safe and adequate car service. 

Now, the Commission has all necessary authority to cause the 
eficient movement of cars and to require additions to the car fleet. 
Why is it necessary to approve this legislation ? 

Mr. Sprincer. You know I have asked that question of these last 
two or three witnesses. Would you say that the Interstate Commerce 
Commission is wrong in the statement by Mr. Tuggle the day before 
yesterday ? 

Mr. Hickey. I am happy you asked me, because I am happy to 
aswer that question. I don’t say they said lacked the authority to 
doit. As I understood it, they lacked the authority to do it through 
the per diem rate. 

Mr. Sprincer. What I think they lacked was any real authority asa 
regulator to either provide incentive or to move the cars immediately. 

Mr. Hickey. To provide incentive. 

Mr. Sprtncer. T hat was one. They said they thought they needed 
both laws, but one of them as a penalty was to get immediate action. 
The other was an incentive to produce cars. However, it may be as 
you say; I still think that what they said, in effect, is substantially 
the position I have taken in this committee. They cannot do an effec- 
tive job without it. 

Mr. Hicxry. The only answer I can make to that, Mr. Springer, is 
that the railroads are not in the habit of not obeying orders of the 
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Commission. If they issued an order, as they have, for movement of 
cars, the cars would be moved, would be returned to owners, and if 
they are not, of course, the act also specifies the penalty which shall 
be imposed. 

Now, if they need more than that, I fail to see what it is. Yoy 
simply have to go to the paragraph 10, section 1, to find the definition 
of car service, which includes the supply and movement of freight 
cars. Then you go to section 1(14), which enables the Commission 
to publish car-service rules and regulations and prescribe the penalties 
for the nonobservance of them. P 

You go to 1(15), which gives the Commission emergency power 
without hearing to direct the movement of cars regardless of owner. 
ship and at rates which may be agreed to or on a basis of compensa- 
tion that may be agreed to levers carriers and, if they disagree by 
the Commission itself. That is a broad scope of authority. I don't 
see where they need anything more. 

Mr. Sprincer. I have read that, myself. What does emergency 
mean? Suppose the Boston & Maine says there is no emergency and 
files contest in court. This keeps the flow of it going in pretty good 
shape. 

If you took those things in the nth degree, I think it would do what 
you say. I think probably the Commission realizes that, too. But, 
as a matter of working every day with it, it does not work. 

On the question of compensation, they thought they had the right 
to set that, but then they a out they were so thrown by the inter- 
pretation that the court made that it was not an effective means of 
doing the job. I only take the practical situation they say they are 
faced with. 

Mr. Hickey. I was interested in your question yesterday in trying 
to arrive at an interpretation of the meaning of certain language of 
these bills. You inquired as to the value of use, for instance. 

Mr. Sprincer. I did. 

Mr. Hickey. I don’t know how completely you thought the answers 
were, but, if you will recall, most of them dealt with the fact that, 
no, this would not be something that would go on all year; it would 
only be when there was a shortage. 

Mr. Sprincer. I did not quite understand that to be true; that it 
was not my impression. You might have listened a good deal closer 
than I did. I was under the impression it would average out the same 
as you are averaging out, $2.75, which is what Mr. McGinnis objected 
to, the averaging out. He thought he was getting shortchanged on 
the averaging out. That is what I understood from what Mr. Martin 
said yesterday. However, Mr. Martin is not an authority on this yet. 
I think the Commission has to do some thinking on the various parts 
that go into this formula. 

Mr. Hickey. I believe they will have to, sir. I think, however, inas- 
much as the Commission was not the author of this bill, that they 
may not be so well informed as to the purpose of the bill; that is, as 
to the value of the service. It seems to me that you have to bear in 
mind, when you talk about value of service, that there is not legal 
use of the car. 
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Certainly, you are not going to penalize a carrier that. is properly 

ing the car. You are going to penalize a carrier that appropriates 
a car to its own purposes. That requires a finding. Then there is an 
attachment of an additional amount of the value of use lost to its 
owner. You have to particularize, therefore, if you apply value of 
grvice. You have to particularize again if you are going to add in- 
centive additions in the car fleet. ; 2 

How, if you are going to increase the rates simply by 50 or 75 cents, 
js anyone to know what those funds are going to be used for? Are 
they going to be used to purchase new cars, and where is the require- 
ment that they beso used¢ = 

Mr. Sprincer. I do not think there will be any requirement. | 
think the incentive is there to do it. They do not believe there is an 
incentive there, and I do not, either, at the present rate. 

Mr. Hickey. I guess you and I disagree that the 10-percent return 
on money is . 

Mr. Sprincer. Pardon me for interrupting, Mr. Chairman. I felt 
[ought to bring this up now. 

Mr. Witu1ams. You just mentioned 10 percent on the investment. 
Mr. McGinnis mentioned the same thing. Where do you get that 

re? 

Mr. Hicxey. We get that figure in this way: In the calculation of 
the equipment cost for the $2.75 rate, the average value of freight cars, 
depreciated ledger value of all freight cars in the country approxi- 
mates $4,000. ‘That is made up, as Mr. McGinnis said, of cars 30 years 
old, which may have cost $1,000. 

Mr. Wiut1aMs. It is based on the average life of the car. 

Mr. Hickey. It is based on the average life of the car. If you were 
going to reproduce those cars today, they have told you that it would 
cost anywhere from 8 to 10 and higher amounts per car. If you are 
getting 6 percent on $4,000 to $5,000 as an average, and you apply 
that 6 percent on $8,000 to $10,000, I say that the rate goes up, because 
you haven’t spent $10,000; you have only spent $5,000 and you, there- 
fore, are getting twice the rate of interest. I put it at 10 or 12 per- 
cent. 

Mr. Sprincer. That is a little bit like your grandfather bought some 
farmland in Mississippi at $100 and the land you own now is worth 
$1,000, but you only get 6 percent on the hundred, and not the pres- 
ent rate. 

Mr. Hickey. I think, with this statement, that is all I have to say 
at this time unless there are some other questions. I did particularly 
want to direct your attention to this primary point that he refers to: 
why there is existing authority in the Commission, as well as urging 
that this committee go over the elements that go into determining true 
ownership cost in per diem rate and not conten the issue by putting 
in some additional amount that could cause very great damage of 
number of railroads and unjustly enrich car owners. 

Mr. Wiut1ams. Thank you very much, Mr. Hickey. 

Mr. Sprincer. Yours was a very good statement. 

Mr, Hickey. Thank you. 
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Mr. Wiutuiams. At this point the committee will receive for the 
record a statement of Mr. Harry O. Mathews,, National Industria] 
Traffic League. 

(The statement referred to follows:) 


STATEMENT OF Harry O. MATHEWS ON BEHALF OF THE NATIONAL INDUSTRI4z 
TRAFFIC LEAGUE 


My name is Harry O. Mathews, of Chicago, Ill. I am general mana 
transportation of Armour & Co., a member of the National Industria] 
League, and chairman of the legislative committee of the league. [| appear 
here to express the position of the membership of the league with respect to 
provisions of a group of bills now under consideration, which fall into three 
categories : 

H.R. 6468, amending present section 1(14)(a) of the Interstate Commerce 
Act, provides directions to the Commission with respect to prescribing maximum 
per diem rates. 

H.R. 5938, H.R. 6138, H.R. 6469, identical bills amending section 1(15) of the 
act, provide specific authority for the Commission to prescribe penalty per diem 
rates. 

H.R. 6551, H.R. 6789, H.R. 7008, H.R. 7020, H.R. 7130, H.R. 7925, and HR 
7937, identical bills amending section 1(14) (a) of the Interstate Commerce Act 
provide different factors or features to be considered by the Commission ip de. 
termining rates of per idem. 

In their entirety all of these bills provide for new or increased authority jp 
the Interstate Commerce Commission for fixing per diem rates representing the 
compensation to be received by railroads owning freight cars for the use of 
those cars when on other railroads in freight service. 

These proopsals may be described as representing penalty per diem, incentive 
per diem, and factors required to be considered in determining the per diem 
rates. 

It is difficult to define a line of demarcation between penalty per diem and 
incentive per diem, except to describe the former as contemplating arbitrary 
excessive charges intended to discourage detentions and delays of cars when on 
foreign lines, and the latter to contemplate high charges based on elements of 
cost or value, intended simply to encourage railroads to maintain individually 
adequate supplies of cars. . 

The National Industrial Traffic League strictly opposes penalty per diem, is 
not persuaded that present proposals of incentive per diem are in the public 
interest or good for shippers or railroads, and is definitely opposed to mandatory 
directions including in the determination of per diem rates the supposed value 
of the use of the car of which the owner is deprived when out of its possession, 

The National Industrial Traffic League is a national organization of those 
directly and individually engaged in the shipment and receipt of commodities, 
Its membership of over 1,700 includes not only many manufacturing and com- 
mercial concerns, large and small, but many chambers of commerce, boards of 
trade, and area and national trade associations whose members likewise havea 
substantial and continuing interest in traffic and transportation matters. The 
league represents and expresses the interest of those who will ship and receive 
freight in this country, the direct users of transportation. It has no carrier 
members. The membership is drawn from all parts of the United States and 
includes practically every line of industrial and commercial activity. 

Fundamentally, the league’s problem is in close harmony with the national 
transportation policy set forth in the preamble of the act, supporting sound and 
efficient conditions of transportation by all firms under private operation and 
Commission regulations. 

In respect of matters of car service, meaning the rules and conditions of freight 
car supply of and operation by the railroads with regard to the subject of 
demurrage between shippers and the rails, the league has been recognized by 
the Interstate Commerce Commission to the extent of a special procedure de- 
scribed in the decisions of the Commission, in which such questions and matters 
are the subject of conferences conducted by the Commission with the railroads 
and with the league as representing the shipping public generally. 

For many years the league has been most active in conferences with the Com- 
mission and with representatives of the Association of American Railroads on 
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the general question of adequate car supply, and it has cooperated with Govern- 
ment authorities in efforts to promote railroad-car building. 

The league is in sympathy with any sound proposals which will encourage an 
adequate railroad-car supply, avoiding the perennial shortages which are so 
wstiy to Shippers generally and lose traffic and revenue to the railroads. _ 

The league should consider favorably any sound proposals of changes in the 
treatment of per diem which Will afford substantial incentive for and promote 
ear building and ownership by railroads in behalf of an adequate national car 
supply. So that the committee may understand the philosophy underlying the 
jeague’s position with respect to the present proposals, a short statement on the 

eral subject of per diem seems appropriate. 

per diem payments represent compensation by railroad-car users to railroad- 
er owners under a longstanding and highly commendable agreement under 
ghich, in substance, all of the principal railroads have joined in pooling their 
freight cars, and is part of a nationwide system of through routes over which 
earload traffic flows freely without important regulations over the lines of ai 
railroads throughout the country and under freight rates which are calculated 
to encourage such universal movements. The railroad managements agreed 
voluntarily upon the per diem arrangements and rules governing the responsi- 
pility for and repairs to cars and the per diem rates of payment. These rates to 
sme extent represent bargaining among railroads of different interests and 
operating under different circumstances, and as a whole they reflect the desir- 
ability of per diem payments which are equally fair to the railroad user and to 
the railroad owner, but without any elements of profit over and above the cost 
of ownership maintenance and some return on investment. 

The Interstate Commerce Commission is presently authorized under sub- 
paragraph (a) of paragraph 14 of section 1 of the act to establish reasonable 
rules, regulations, and practices with respect to car service, including the com- 
pensation to be paid and other terms of any arrangements for the use of cars, 
jocomotives, etc. This is somewhat similar to its authority to fix the freight 
rates Which the railroads charge and the shippers pay for the transportation of 
goods. Essentially, railroad managements have the primary responsibility and 
prerogative of fixing the freight rates and fixing the car-service charges. 

It seems to the league decidedly questionable whether it would be to the 
interest of either the shippers or the railroads to impose on the Commission the 
primary function of fixing per diem rates which both car owners and car users 
must accept, since this spells lessened responsibility and impairs the freedom of 
riilroad managements in agreements and actions with respect to matters of 
strictly intercarrier payments. 

In sharp contrast, when it comes to matters of division of freight rates and 
transportation charges, between railroads under services rendered for 
shippers, the Commission does not have primary responsibility or authority, 
but may act only upon complaint and in the event of a disagreement of the 
participating carriers. 

The league’s general position is that under the present law the Commission 
has ample authority to deal with the whole question of per diem, and that the 
granting of further powers is undesirable and unwise. 


H.R. 6468 


H.R. 6468 is captioned “A bill to amend section 1(14)(a) of the Interstate 
Commerce Act to provide an incentive for construction and maintenance of an 
adequate national supply of freight cars.’ This is, of course, a highly laudable 
purpose. The amendment amounts to an instruction to the Commission that, 
inestablishing per diem rates for the use by one railroad of freight cars owned 
by another railroad, the Commission shall prescribe maximum reasonable com- 
pensation for such use as an incentive. Further, that it “shall include as a 
factor in such compensation, the earning power or value of the use of such 
vehicle which is lost by the owner when it is used or appropriated by others.” 
The soundness of such direction is highly questionable, and appears to the 
league completely impracticable. 

The main direction is that the Commission shall prescribe maximum, reason- 
able compensation. What is the intention of this direction, and what will be 
the result of prescribing maximum compensation? Are respondent railroads to 
be compelled to pay the full rates fixed as maximum when using foreign cars, 
and are railroad-car owners to be compelled to exact or receive such rates fixed 
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as maximum compensation? In other sections of the act there are ma 
erences and distinctions between maximum rates and minimum ra 
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; | rates, and fun. 
damentally there is supposed to be a realm of reasonableness within which rail 


roads are Clearly free to fix the rates actually supplied for services or facilities 
The fixing of a maximum rate, unless its adoption is, in substance, made manda. 
tory, would not seem to furnish an incentive for maintaining a car supply, 

A further provision requires that the compensation fixed shall include asa 
factor the earning power or value of the use of the vehicle. There are ho 
directions or standards suggested to be observed or followed in that conneo. 
tion. Plainly, the Commission will have to devise its own methods and bases 
for carrying out such direction; and it is hard to see what evidence can be taken 
as sustaining sound, general conclusions or even specific findings. By long stanq. 
ing custom, generally speaking, all cars of all types and categories, all ages and 
conditions, are subject to a uniform per diem rate; that is, of course, where 
the compensation is on a time rather than mileage basis or use. Railroads in 
various parts of the United States, and individual railroads in other areas, vary 
greatly in the character of their traffic, the conditions and circumstances of 
their freight movements, and thus there are very great differences regionally 
and within areas as to the earning power of cars. Such differences also exist 
as to the types of cars principally used on different railroads or in different aregg 
in the variety of their uses and in the varieties of the equipment itself. It seems 
inconceivable that the relatively short-haul Bangor & Aroostook Railroad (in 
Maine) is comparable in earning power per car-day ; that is as to any particular 
type of car, with the long-haul Southern Pacific Railroad in the Far West; that js 
to say, whether the comparison of the two roads (on the two areas) ig at. 
tempted with respect to a particular type of car, or it is attempted to average 
many or all types as to each railroad or each area. 

For all practical purposes, it seems that the term “earning power” jis not en. 
tirely synonymous with the term “value of the use of the vehicle lost to the 
owner.” If the Bangor & Aroostook had possession of a boxcar to transport 
potatoes at rates barely equal to out-of-pocket costs, the value to it of the use of 
the car lost while in the possession of the Southern Pacific might be a mere 
fraction of what the Southern Pacific earns in that car, or vice versa. 

I am not advised of any study or recommendations on the subject of fixing per 
diem rates which indicates that the Commission has in contemplation the 
standards or rules for determining the earning power or value of use on a na- 
tional, area or individual railroad basis. It would seem, however, there will be 
great confusion when its conclusions on this feature are attempted to be applied 
to the long-standing uniform national per diem rate if this bill is enacted into 
law. 

The league seriously doubts the wisdom or legal validity of the amendment of 
section 1(14) contemplating the inclusion, as a factor in determining the 
amount of per diem charges, of the earning power or value of the use of the 
vehicle lost to the owner when used or appropriated by others. I have attempted 
to point out the basis for such doubt. The league seriously questions whether 
it is in the interest of either shippers or railroads to impose on the Commission 
the primary function of fixing per diem rates, which both car owners and 
ear users must accept, since this spells lessened responsibility and freedom 
of railroad managements with respect to matters of strictly intercarrier pay: 
ments. 

I have endeavored to point out practical features which amount to strong 
objection, both as to the wisdom and legal validity of the proposed amendment. 


H.R. 5938, H.R. 6138, H.R. 6469 


Each of these bills proposes to amend section 1(15) of the Interstate Commerce 
Act “so as to aid in alleviating shortages of railroad freight cars during periods 
of emergency or threatened emergency.” Each will provide specific power in 
the Commission to impose penalty per diem rates and charges against any one 
or more carriers in periods of car shortages or threatened car shortages or other 
emergency, and in behalf of promoting the expeditious movement, distribution, 
interchange and return of freight cars. 

This is penalty per diem, and this is a subject on which the league has long 
maintained a position of strong opposition. This position was expressed in 
appearances before the committees of the Senate and House in previous sessions 
when bills similar to these were under consideration. 
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In the 84th Congress the printed report of the subcommittee of the Senate on 
§, 2770, amending Interstate Commerce Act (to alleviate freight car shortages), 
contains beginning on page 75 the statement of Wm. H. Ott, then chairman of the 
jeague’s legislative committee, strongly expressing the league’s objections to 

alty per diem. 

Similar appearance was made in the House by Mr. John C. Allen on behalf of 
the league on May 1, 1957, in the hearings on H.R. 3626, and H.R. 5330. Those 

ings have not been printed. 

The league urges that H.R. 5938, H.R. 6138, H.R. 6468, and H.R. 6469 be not 
approved. 


HR. 6551, H.R. 6789, H.R. 7008, H.R. 7020, H.R. 7130, H.R. 7925 AND H.R. 7937 


Bach of these bills proposes an amendment to section 1(14)(a) of the act 
along lines very different from the proposal of penalty per diem in the bills 
HR. 5938, H.R. 6138, and H.R. 6469 discussed above, and each bill states differ- 
ent factors or features to be considered by the Commission in determining rates 
of per diem payment by railroad users or railroad owners of freight cars. These 
hills seem to be in the direction of incentive per diem which subject is being 
given more sympathetic consideration by the league than the matter of penalty 
per diem. At the last annual meeting after voting down a resolution in support of 
incentive per diem, the membership voted that the subject should have study 
by a select committee and future consideration by the league itself. 

Just one feature in each of these seven bills attracts our attention, i.e., the 
alternative phrase contemplating use (in determining per diem compensation) 
“ elements reflecting the value or use of freight cars.’”’ With considerable 
meertainty as to the intended meaning of that phrase, I suggest that it may 
well be subject to criticisms which we have expressed above of provisions of 


HR. 6468. 


Mr. Wru1AMs. We have one or two more witnesses who have re- 
quested an opportunity to be heard who have found it impossible to 
be here today. ‘herefore, the committee will stand adjourned until 
a later date, to be announced, for completing the hearings. 

(The following material was submitted for the record :) 


NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS, 
Washington, D.C., July 21, 1959. 

Re H.R. 5938 et al., bills to alleviate freight car shortages. 

Hon. JoHN BELL WILLIAMS, 

Chairman, Subcommittee on Transportation and Aeronautics, House Interstate 
and Foreign Commerce Committee, House of Representatives, Washing- 
ton, D.C. 

Deak CHAIRMAN WILLIAMS: Enclosed is a copy of a statement on behalf of 
the National Association of Railroad and Utilities Commissioners in support of 
the above-mentioned bills. It would be appreciated if this statement could be 
included in the record with the hearings held on July 8 and 9. Copy of this 
statement is being furnished to Mr. Williamson and to each member of your 
Transportation Subcommittee. 

It is the opinion of the State regulatory commissions that such legislation is 
weritorious as an incentive to adequate freight car ownership. We sincerely 
hope that these bills will receive the favorable consideration of you and your 
fellow committeemen. 


Sincerely yours, 
AustTINn L. Roserts, Jr., General Solicitor. 


SATEMENT OF AUSTIN L. Roperts, JR., GENERAL SOLICITOR OF THE NATIONAL 
ASSOCIATION OF RAILROAD & UTILITIES COMMISSIONERS 


The National Association of Railroad & Utilities Commissioners is a volun- 
uty organization embracing within its membership the members of the rail- 
wad and public utility regulatory commissions and boards of the several States 
of the United States. The Federal regulatory Commissions, the ICC, the FCC, 
the FPC, the SEC, and the CAB are also members of the association but on 
atters of legislation the association does not presume or attempt to speak for 


these Federal agencies. My appearance is on behalf of the State commission 
hembers of the association. 
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At a regular meeting of the executive committee of the association held jp 
Washington, D.C., on February 28, 1957, the following resolution was duly 
adopted : 


RESOLUTION RELATING TO 8S, 942 AND H.R. 3626, 85TH CONGRESS 


“Whereas there has been introduced in the 85th Congress legislation to amend 
the Interstate Commerce Act, so as to aid in alleviating shortages of railroad 
freight cars during periods of emergency or threatened emergency by authorizing 
the Interstate Commerce Commission to promote the expeditious movement, dis. 
tribution, and interchange or return of freight cars: Now, therefore, be it 

“Resolved, That the executive committee of the National Association of Rai. 
road & Utilities Commissioners hereby records its support of the objectives of 
such legislation ; and be it 

“Resolved further, That the legal representatives of the association are here 
by authorized to present the views of the association to the appropriate com- 
mittees of the Congress on such legislation or any similar bills designed to ge 
complish the same objective; namely, to help alleviate shortages of railroag 
freight cars.” 

One of the most vexing, costly, and serious problems in railroad transportation 
today is the problem of inadequate freight car supply. The size of the Nation's 
railroad freight car fleet has been steadily decreasing over the years. The 
problem has become one of such serious proportions, that the NARUC in 1955 
established a special committee to study the matter. The committee, since that 
time, has been actively engaged in its study, directed toward accomplishing two 
objectives: (1) An increase in the Nation’s freight car supply through the build. 
ing of new and additional cars, and (2) the maximum utilization of the existing 
car supply. 

In line with these efforts, the committee recommended and the executive com- 
mittee of the NARUC endorsed the enactment of so-called per diem legislation in 
the 85th Congress. Similar bills have been introduced in this Congress. <A num- 
ber of these bills would empower the ICC in fixing per diem rates to consider 
factors such as level of freight car ownership and the value of the use of the car, 
Such an approach serves more directly as a stimulus to the building of new and 
additional cars. Another group of these bills would empower the ICC, during 
periods of shortage or threatening shortage, to fix charges in addition to existing 
per diem charges aimed to promote the maximum utilization of equipment. 

Each of these bills is aimed at the same objective namely to help alleviate 
shortages of railroad freight cars, and this objective is heartily endorsed by the 
NARUC. 

While such an endorsement is a serious step, it appears to be a reasonable and 
necessary one in light of the adverse economic impact resulting from the periodic 
crises in freight car supply. The inability of shippers to secure freight cars 
results in reduced production and payrolls, increased inventories causing greater 
costs and postponed or cancelled expansion programs. While this total loss can- 
not be fully determined, it does nevertheless clearly emphasize the serious and 
stifling effect that the freight car shortage has on the economy in some areas of 
the United States. The areas most distressed are in those States economically 
concerned with the transportation facilities available for grain, cotton, lumber, 
and coal shipments, and the shipment of commodities requiring refrigeration cars. 

Furthermore, and perhaps paramount, is the question of what would happen 
to our defense effort in the event of another full scale war emergency if the 
Nation’s railroads cannot expeditiously handle the commercial traffic now offered 
them. 

Accordingly, it is deemed appropriate to take all reasonable steps directed 
toward the acquisition of an adequate freight car supply and toward maximum 
utilization of our Nation’s existing freight car supply. In theh opinion of the 
State regulatory commissions, the enactment of such legislation as is before this 
special committee at this time will contribute to that end. The NARUC, there- 
fore, favors the enactment of this legislation. 
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MIDWEST MANUFACTURING CoORP., 
SUBSIDIARY OF ADMIRAL CorP., 
Galesburg, IUl., July 15, 1959. 
nN BELL WILLIAMS, 
on, Transportation Subcommittee of House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 

Deak Siz: We understand that legislation, designated as incentive per diem 
pills, is now under consideration. ‘The bills, all of which are identical to Senate 
pill 1789 reported favorably by the Senate committee, are identified as H.R. 6551, 
Montana; and H.R. 7008, Colorado. ; : 

We wish to record our support of this program, feeling confident that such 
pills, if enacted, will create the incentive for railroads to build additional freight 
cars, relieving the frequent occasions of freight car shortages. 

It will be appreciated if you will make this letter a part of the committee 
record. 

Very truly yours, 
G. E. JoNgEs, Traffic Manager. 


HERBERT MATERIALS, 
Nashville, Tenn., July 15, 1959. 
Subject: Per diem charges, H.R. 7925 and/or H.R. 7937. 
Hon. Jonn BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Interstate and Foreign Com- 
merce Committee, House Office Building, Washington, D.C. 

Deak Mr. CHAIRMAN: We would like to take this means of informing you 
and your Subcommittee on Surface Transportation that T. L. Herbert & Sons 
and affiliated companies, W. G. Bush & Co.; SanGrayl Co., Inc.; R. D. Herbert 
& Sons; and McWhorter, Weaver & Co. (who ship and receive approximately 
15,000 carloads of builders’ supplies per year), would like to urge you and 
your committee to favorably report Representative Rogers’ bill, H.R. 7925, 
and/or Representative Avery’s bill, H.R. 79387, to the House for passage, with a 
favorable report from the House Interstate and Foreign Commerce Committee. 

These bills call upon the ICC to fix per diem charges which would give car- 
owning railroads some profit on car rentals. The present per diem charge of 
$2.75 per day does not do this and should be increased to a level which would 
provide just and reasonable compensation to freight car owners. A reasonable 
per diem charge on freight cars would contribute to sound car-service practices 
and encourage the acquisition and maintenance of a car supply adequate to 
meet the needs of shippers. 

We need some help from the ICC with this problem. It is our hope and 
belief that the passage of H.R. 7925 or H.R. 7937 by the Congress would result 
in increased per diem charges, which would be an incentive to a railroad relying 
on others for its car supply to acquire cars of its own. 

We wish to thank you and your subcommittee for consideration of our views 
and ask that you place this letter in the committee’s records on bills H.R. 7925 
and/or H.R. 7937. 

Very truly yours, 
T. L. Hersert & Sons, 
L. A. Gossage, Traffic Manager. 


JOHN Morretzi & Co., 
Ottwmwa, Towa, July 15, 1959. 
Mr. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 

Dear Str: We wish to record our support of the so-called incentive per diem 
bills. These bills are identical to Senate bill 1789, which was reported favorably 
by the Senate committee. (Please refer to H.R. 6551, Montana; H.R. 7008, 
Colorado.) We are confident such bills, if enacted, will create the incentive for 
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railroads to build additional freight cars, which will help to alleviate 
shortages in the United States. 
We will appreciate it if you will make this letter a part of the 
Yours truly, 


freight car 


committee record 


La A REEDQUIst, 
General Traffic M anager, 


MvuLLIN & DILLON Co,, 

Minneapolis, July 15, 1959, 

JOHN BELL WILLIAMS, 

Chairman, Transportation Subcommittee, House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 


DEAR Mr. WILLIAMS: We wish to record our support of the so-called incentive 
per diem bills, all of which are identical to Senate bill 1789, which was reported 
favorably by the Senate committee. We refer to H.R. 6551 and H.R. 7008, ag we 
are confident such bills, if enacted, will create the incentive for railroads to build 
additional freight cars, resulting in alleviating freight car shortages in the United 
States. We will appreciate it if you will make this letter a part of the committee 
record. 

Yours truly, 


W. E. Mouuuy, 


THE DENVER GRAIN EXCHANGE ASSOCIATION, 
Denver, Colo., July 15, 1959, 
Hon. JoHN BELL WILLIAMS, ; 
Chairman, Transportation Subcommittee, House Committee on Foreign ang 
Interstate Commerce, House Office Building, Washington, D.C. 

Dear Sir: It is my understanding that your subcommittee is now considering 
some of the so-called incentive per diem bills, all the same as §S. 1789, which was 
reported favorably by the Senate committee. The two bills I know about are 
H.R. 6551 and H.R. 7008. 

Those of us who are in the grain business have experienced for years boxcar 
shortages, particularly during the grain harvest season. It seems to us that 
the philosophy behind the bills mentioned is the right kind. We are of the opinion 
that the passage of such a measure would help a great deal in making it possible 
for the railroads to buy more equipment of this type. 

It would be appreciated very much if you would support this measure, and I 
would also like to see this letter made a part of the subcommittee record. 

Yours very truly, 
D. G. EL.is, Secretary. 


McCartHy IMPROVEMENT Co., 
Davenport, Iowa, July 15, 1959. 
JOHN BELL WILLIAMS, 
Chairman Transportation Subcommittee, House Committee on Foreign and In- 
terstate Commerce, House Office Building, Washington, D.C. 


DEAR Sir: We wish to register our support of the incentive per diem bills, all 
of which are similar to Senate bill 1789, which received a favorable report by the 
Senate committee (H.R. 6551, Bontana; H.R. 7008, Colo.) as we feel such bills, 
if made law, will create incentive for the railroads to build additional freight 
ears. This is the only method which can effectively solve the freight car 
shortage. 

The writer has been engaged in railroad traffic work for nearly 45 years, and 
I feel qualified to express my opinion. 

I would appreciate it if you would make this letter a part of the committee 
record. 

Respectfully yours, 
McCartHuHy IMPROVEMENT Co., 
Linwoop Stong Propucts Co., INc., 
H. H. Koun, Trafic Manager. 
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DeForest Freep & SEED Co., 
Galesburg, Ill., July 15, 1959. 
JouHN BELL WILLIAMS, 
Chairman, Transportatioh Subcommittee, House Committee on Foreign and In- 
terstate Commerce, House Office Building, Washington, D.C. 


Dear Sir: We wish to record our support of the so-called incentive per diem 
pills, all of which are identical to Senate bill 1789, which was reported favorably 
by the Senate committee (we refer to H.R. 6551, Montana; and H.R. 7008, Colo- 
rado), as we are confident such bills, if enacted, will create the incentive for 
railroads to build additional freight cars, resulting in alleviating freight car 
shortages in the United States. 

Will appreciate it if you will make this letter a part of the committee record. 

Yours very truly, 
D. D. DEF orEstT. 


WALSH GRAIN Co., 
Minneapolis, Minn., July 15, 1959. 
Joun BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Committee on Foreign and In- 
terstate Commerce, House Office Building, Washington, D.C. 


Deak Sir: We wish to record our support of the so-called incentive per diem 
pills all of which are identical to Senate bill 1789, which was reported favorably 
py the Senate committee. We refer to H.R. 6551 and H.R. 7008, as we are 
confident such bills, if enacted, will create the incentive for railroads to build 
additional freight cars, resulting in alleviating freight car shortages in the 
United States. We will appreciate it if you will make this letter a part of the 
committee record. 

Very truly yours, 
M. R. WALSH. 


Equity UNION GRAIN Co., INC., 
Lincoln, Nebra., July 16, 1959. 
Mr. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Committee on Foreign and In- 
terstate Commerce, House Office Building, Washington, D.C. 


Deak Sirk: We wish to record our support of the so-called incentive per diem 
bills, all of which are identical to S. 1789, which was reported favorably by the 
Senate committee. We refer to H.R. 6551 and H.R. 7008, as we are confident 
such bills, if enacted, will create the incentive for railroads to build additional 
freight cars, resulting in alleviating freight car shortages in the United States. 
Fach harvest season, and during grain movement, we experience an acute car 
shortage in the Middle West. 

We will appreciate it if you will make this letter a part of the committee 
record. 

Very truly yours, 
Howarp D. OLSON, 
Assistant Secretary-Treasurer. 


DEMPSTER MILL MANUFACTURING Co., 
Beatrice, Nebr., July 16, 1959. 
Re H.R. 6551 and H.R. 7008. 
Mr. Joun BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 

Deak Sir: This will confirm our night letter of this date as follows: “Im- 
perative action be taken to alleviate freight car shortages. Please record our 
support incentive per diem bills H.R. 6551 and H.R. 7008 and urge favorable 
report of committee. Airmail letter following.” 

A little more than a year ago I completed a 2-year term as general chairman 
of the Central Western Shippers Advisory Board and in that position I was 
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fortunate enough to direct the discussion on many transportation Subject 
One of them which was discussed at each and every meeting was the shorta - 
of railroad freight cars. These discussions in the central western board covers 
only the five-State area with which we were concerned from Omaha, Nebr to 
Boise, Idaho. I have also attended four or five meetings of the National Asso. 
ciation of Shippers Advisory Boards and, in particular, at the last meeting in 
St. Louis I remember well when many industrial traffic managers warned the 
railroads that there would definitely be a shortage of railroad equipment this 
year. They also suggested that the carriers should get busy with their buildin 
program and the program of repairing cars before the contemplated date of the 
steel strike. Now the strike is a reality, and no one knows just how long the 
strike will continue, but certainly, before it does throw too many men out of 
work, it is to be hoped that our President will act. 

I feel definitely that an increase in the per diem rate will have a tendeney 
to move these cars back to the home line and we ask therefore that your com. 
mittee report favorably on the above bills so that the matter can come to g 
favorable vote in the Congress before adjournment. If the passage of these bills 
will create incentive for the railroads to build additional freight cars, thys 
alleviating freight car shortages, then certainly this will be a step in the right 
direction. 

We ask that you make this letter a part of the committee record and that you 
keep us advised, not only of your decisions in the matter, but also of the final 
outcome when it comes before the Congress. I say this for I have every right 
to assume that your committee will approve these bills because certainly by the 
time the steel strike is over regardless of the time involved, the rail carriers 
will have to get into action fast and increase in the per diem and the other 
measures covered by your bills will surely help. 

Sincerely yours, 
R. W. Bagsy, Trafic Manager, 


RALPH WELLS & Co., 
Monmouth, I1., July 15, 1959. 
Hon. JOHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee of House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 


Dear Sir: We understand that legislation, designated as incentive per diem 
bills, is now under consideration. The bills, all of which are identical to Sen- 
ate bill 1789 reported favorably by the Senate committee, are identified as H.R. 

551, Montana ; and H.R. 7008, Colorado. 

Please record our support of this program. We feel confident that the freight 
ear shortage will be relieved by this incentive program. 

It will be appreciated if you will make this letter a part of the committee 
record. 

Very truly yours, 
Myron MANGRAM, Traffic Manager. 


A. L. STANCHFIELD, INC., 
Minneapolis, Minn., July 16, 1959. 
JOHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee of House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 


GENTLEMAN: We wish to record our support of the so-called incentive per 
diem bills all of which are identical to Senate bill 1789 which was reported 
favorably by the Senate committee. 

We refer to H.R. 6551 and H.R. 7008, as we are confident such bills, if 
enacted, will create the incentive for railroads to build additional freight cars 
resulting in alleviating freight car shortages in the United States. 

Will appreciate it if you will make this letter part of the committee record. 

Yours truly, 
M. L. PETERSON, 
Trafic Manager and Sales Representative. 
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McCauLtL LYMAN Co., 
Minneapolis, Minn., July 16, 1959. 
Joun Bett WILLIAMS, 
Chairman, Transportation Subcommittee of House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 

Deak Sx: We wish to record our support of the so-called incentive per diem 
pills all of which are identical to Senate bill 1789 which was reported favorably 
py the Senate committee. We refer to H.R. 6551 and H.R. 7008 as we are con- 
fident such bills, if enacted, will create the incentive for railroads to build addi- 
tional freight cars resulting in alleviating freight car shortages in the United 
States. : ar ‘ : : 

We will appreciate it if you will make this letter a part of the committee 
record. 

Very truly yours, 


Hous HILt, Treasurer. 


ALTER Co., 
Davenport, Iowa, July 15, 1959. 
Hon. JoHN BELL WILLIAMS, 
Chairman of Transportation Subcommittee, House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 

Deak Sir: As heavy shippers interested in an adequate railway car supply, 
we are sympathetic with the so-called incentive per diem bills all of which 
are exactly similar to Senate bill 1789 which was reported favorably by the 
Senate committee (we refer to H.R. 6551, Montana; H.R. 7008, Colorado) and 
we feel that such bills, if enacted, will be helpful in creating incentive for rail- 
roads to build additional freight cars and thereby help to relieve freight cars 
shortages in the United States. 

We would appreciate your making this letter a part of the committee record. 

Thanking you for extending this communication all the consideration possible, 
we are 

Yours very truly, 
L. R. Acurr, 
Vice President-Trafiic Manager. 


OSBORNE MCMILLAN ELEVATOR Co., 


Minneapolis, Minn., July 16, 1959. 
Mr. JoHN BELL WILLIAMS, 


Chairman, Transportation Subcommittee, House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 

Deak Mr. WILLIAMS: We wish to record our support of the so-called incentive 
per diem bills all of which are identical to Senate bill 1789 which was reported 
favorably by the Senate committee. We refer to H.R. 6551 and H.R. 7008 as 
we are confident such bills, if enacted, will create the incentive for railroads to 
build additional freight cars resulting in alleviating freight car shortages in the 
United States. Will appreciate it if you will make this letter a part of the 
committee record. 

Sincerely yours, 
H. Kemper RE -r, 
Director of Transportation. 


THE GEORGIA MARBLE Co., 


Atlanta, Ga., July 17, 1959. 
Hon, JoHN BELL WILLIAMS, 


Chairman, Transportation Subcommittce of the House Commerce Committee, 
Washington, D.C. 

Dear Str: This has reference to House bill H. R. 7925, which was favorably 

considered by the Senate Interstate and Foreign Commerce Committee and which 


has been reported to the floor for consideration by the U.S. House of 
Representatives. 
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This bill proposes the amendment of section 1(14) (a) of the Interstate Com 
merce Act so as to delegate additional authority to the Interstate Commerce Act 
to fix the compensation to be paid by railroads for the use of freight cars which 
are owned by other railroads. 

The present per diem rate which railroads pay to owners of rail cars ig in 
our opinion, inadequate. The compensation received by owners of cars which 
are in service on other railroads offers no incentive for the purchase of ney 
equipment. We feel that some railroads have taken advantage of this situation 
by electing to pay this extremely low rental instead of supplementing their own 
car supply. 

During 1958 our company shipped approximately 15,000 carloads of freight 
During the first 5 months of 1959 our shipments have exceeded those of the same 
period last year by a total of 1,500 carloads. Because of this large volume of 
tonnage, we periodically encounter difficulty in obtaining sufficient freight cars 
to move our shipments. This is particularly true during certain seasons of the 
year when large numbers of cars are needed in other areas of the United States 
for transporting grain harvests, lumber, etc. 

In our opinion, the proposed legislation would permit an increase in the per 
diem rate, thereby providing more incentive for the railroads to purchase adqj- 
tional freight cars and to repair and upgrade the existing car fleet. 

We respectfully urge that you support this legislation and ask that this letter 
be placed in committee record on this bill. 

Yours very truly, 
Hueu F. Lirtre, 7rafie Manager. 


é THOMPSON-WEINMAN & Co., 
Atlanta, Ga., July 17, 1959. 
Hon. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Commerce Committee, Wash- 
ington, D. C. 

DeaR Mr. WILLIAMS: We are interested in H.R. 7925 covering incentive per- 
diem rule which we believe will, if enacted into law, result in a better supply 
of cars to shippers. 

We forward and receive an average of slightly in excess of 1,500 freight cars 
per month at our plants, and frequently run into damaging delay through in- 
ability of the carriers to furnish promptly cars ordered. We hope that you will 
find it consistent to support this bill and, if possible, place this letter in the com- 
mittee record. 

Thanking you, we are, 
CLYDE T. KiLGcore, Traffic Manager. 





LE TOURNEAU-WESTINGHOUSE Co., 
Peoria, Ill., July 17, 1959. 


Subject: Senate bill 1789, Montana; H.R. 6551; H.R. 7008, Colorado. 


Mr. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Committee on Foreign and 
Interstate Commerce, House Office Building, Washington, D.C. 


Dear Sir: Please put us on record as being in full support of the above in- 
centive per diem bills, all of which are the same as Senate bill 1789 which was 
reported favorably by the Senate committee. 

These bills will create the proper incentive as we see it, encouraging the rail- 
roads to build additional cars and to refrain from holding equipment at certain 
points for “possible” loadings. Such bills will do the most good possible to 
eliminate freight car shortage and as such we solicit your support and will 
appreciate it if you will make this letter a part of the committee record. 

Thank you so much. 

Very truly yours, 
C. R. SHIveLy, Trafic Manager. 
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OAKLAND, CALir., July 17, 1959. 
Hon. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Commerce Committee, Wash- 
ington, D.C.: 
In the interest of an adequate nationwide freight car supply which is most 
jmportant to our industry we strongly urge passage of House bills 7925 and 
7937 and that this communication be made a part of the committee record. 


Lioyp L. MILuer, 
Traffic Manager, Kieckehefer Eddy Division, 
Weyerhaeuser Timber Co. 


SHELBY, Monrt., July 15, 1959. 
Mr. WILLIAMS, 


Chairman, Transportation Subcommittee of the House Committee, House Office 
Building, Washington, D.C.: 

Request your support in passing H.R. 6751 and H.R. 6789. These bills refer to 
per diem charges on railroad boxcars. We feel that favorable action on the 
above bills would help to relieve the tight boxcar situation in Montana and they 
would do much in helping us to move Montana grain crop this fall. 

KERMIT LONG, 
NEW Howse GRAIN Co., INC. 


CHINOOK, Monrt., July 15, 1959. 
Mr. WILLIAMS, 


Chairman Transportation Subcommittee of the House, 
House Office Building, Washington, D.C.: 

Will appreciate your support for Congressman Anderson’s H.R. 6551 and Con- 
gressman Metcalf’s H.R. 6739. We feel that passage of the above bills will 
alleviate grain-car shortage. 

MILK RIVER ELEVATOR Co. 


GREAT FALLS, Mont., July 15, 1959. 
Mr. WILLIAMS, 


Chairman of the Transportation Subcommittee, 
House Office Building, Washington, D.C.: 


We respectfully request favorable consideration be given to Congressman 
Anderson’s H.R. 6551 and Congressman Metcalf’s H.R. 6789, which are now 
before the subcommittee, as we feel that enactment of the bills would be of 
great help to us in the moving of our Montana grain crop by forcing return of 
grain cars to our western roads. 

GREELY ELEVATOR CO. 
G. F. GREELY, 


PORTLAND, Orea., July 15, 1959. 
Hon. J. Bet WILLIAMS, 


Chairman, Transportation Subcommittee, Committee on Interstate Commerce, 
Washington, D.C.: 

Suggest effort be exerted to increase railcar per diem rates as proposed in 
H.R. 7937 to a figure on which owning railroads can justify increased rate of 
carbuilding. Our industry expanding steadily and has been faced with critical 
seasonal car shortages during past several years. 

CASCADES PLywoop Corp. 
R. N. HANSON. 


NEwTON, Iowa, July 15, 1959. 
Hon. Jonn Bett WILLIAMS, 


Chairman, Transportation Subcommittee, 
House Commerce Committee, Washington, D.C.: 
We suggest support of bill H.R. 7925 by Rogers of Texas. Request this be 
made a part of committee record. 
THE MaAytTaG Co., 
GLENN E. MINEAR, 
General Traffic Manager. 
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BILLINGS, Mont, 


Hon. JOHN BELL WILLIAMS, 
Chairman of Transportation Committee of the House Commerce Committee 
House Office Building, Washington, D.C.: : 


Would appreciate your utmost support of bills H.R. 6551 and H.R. 6789, ingep. 
tive per diem bills. 
LieGeTt LUMBER Satpg 
W. A. Ligeert, ; 


St. PAUL, Miyy, 
Hon. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee of the House Committee on Interstate 
and Foreign Commerce, House Office Building, Washington, D.C.: 
Our firm is in favor of H.R. 7020 and asks your support. 

PFEIFFER BREWING Co., 

Jacop SCHMIDT BREWING Co, 

G. A. Erickson. 


WeEsB LUMBER Co,, 
Anniston, Ala., July 20, 1959. 
Hon. JoHn BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Commerce Committee, U.8, 
House of Representatives, Washington, D.C. 

Deak Sir: I am strongly in favor of H.R. 7925, by Representative Rogers of 
Texas, and H.R. 7937, by Representative Avery of Kansas, so-called incentiye 
per diem bills, as I feel that it will encourage the acquisition and maintenance 
of a car supply adequate to meet the needs of commerce and national defense. 

It would be appreciated if you would have this letter placed in committee 
record on the bills. 

Yours very truly, 
A. E. Wess, Owner. 


DoNOHO CLAy Co.,, 
Anniston, Ala., July 20, 1959. 
Hon. JoHN BELL WILLIAMS, 
Chairman, Transportation Subcommittee, House Commerce Committee, U.S. 
House of Representatives, Washington, D.C. 


Dear Sir: I am strongly in favor of H.R. 7925, by Representative Rogers 
of Texas, and H.R. 7937, by Representative Avery of Kansas, so-called incentive 
per diem bills, as I feel that it will encourage the acquisition and maintenance 
of a car supply adequate to meet the needs of commerce and national defense. 

It would be appreciated if you would have this letter placed in committee 
record on the bills. 

Yours very truly, 
C. G. Burpette, Jr. 


GEORGIA-PACIFIC CorP., 
Jackson, Miss., July 21, 1959. 
Hon. JoHN BELL WILLIAMS, 
House of Representatives, 
Washington, D.C. 


Dear Sir: It is my understanding that there is now being considered by a 
House committee, of which you are a member, per diem bill H.R. 7925 and per 
diem bill H.R. 7937. These bills would increase the charges that railroads 
would have to pay for cars they used but are owned by other roads. 

This bill has passed the Senate and we would like to see similar action taken 
in the House as we believe that this legislation would make more and better 
railroad equipment available to us for shipments on short notice. 

ace a be appreciated if you will make this letter a part of the record of 
this bill. 

Thanks for your effort on behalf of the above. 

Very truly yours, 


B. F. CHEATHAM, District Manager. 
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THE AHNAPEE & WESTERN RAILWAY Co., 
Green Bay, Wis., August 20, 1959. 
Joon W. BYRNES, 
Representative in Congress, 
House of Representatives, 
Washington, D.C. 

Deak JoHN: We are concerned about H.R. 7937 favorably reported August 
13 by the House subcommittee to the Interstate and Foreign Commerce Com- 
mittee. 

This bill in truth and fact provides for no practical remedy to car shortages, 
and actually would prevent good service by the rail carriers. It would be 
detrimental to the operations of short lines such as ours. 

We write to ask if you would kindly communicate to the members of the In- 
terstate and Foreign Commerce Committee advising them of our position with 
respect to this so-called penalty per diem bill. 

Yours very truly, 
V. M. BusHMAN, President. 


(Thereupon, at 11:50 a.m., the subcommittee was recessed, to recon- 
vene subject to call). 


Xx 





